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IN 1959, We learned some amazing facts about... 


THE BOOMING 
PACIFIC NORTHWEST 


Did you know that the normal summer temperatures in Seattle and 
Portland, largest cities in the Pacific Northwest, have the delightful 
range of 56° to 79°? Or that their winter temperatures are in the 
moderate 35° to 45° range? Or that annual precipitation in these 
booming economic centers is under 40 inches (less than New York 
City or Little Rock) with little snow? 

The facts about the climate of Seattle, Portland, Spokane, Tacoma, 
Olympia and other Pacific Northwest cities were not a surprise to us. 
But we didn’t know that Portland’s winter weather was more mod- 
erate than in Louisville, Kentucky. We didn’t know that Seattle’s 
summers were cooler than in Portland, Maine. 

In fact, when El] Paso Natural Gas Company began to serve this 
dynamic region, we learned a lot of new things about a northwest 
wonderland destined for an increasingly major role in America’s 
economic future. 

Washington and Oregon, and their neighboring states, are on the 
go. Long famed for natural resources, for scenery, for vitality, the 
Pacific Northwest’s growing population and expanding economy are 
a guarantee of future prosperity. 

If you’re looking for a major industrial site — or a better place to 
build a home — visit the Pacific Northwest. You’ll be sold, just as we 
were. And you'll want to stay. 

* — 7 

Not the least of the Pacific Northwest’s economic assets is natural 
gas, furnished by El Paso Natural Gas Company. In 1959, E!] Paso 
took major steps to assure energy supplies for the Pacific Northwest, 
and to continue to meet the mounting energy demands of California 
and the Southwest, whose growth has paced the nation since World 
War II. 

The dynamic Pacific Northwest is featured in photographs in El 
Paso’s 1959 Annual Report. El Paso’s broadened service area and 
plans for the future, outlined in this Annual Report, assure 11 West- 
ern states the dependable long-term gas supplies so necessary to 
sound and speedy economic growth. 





NORMAL TEMPERATURE AND PRECIPITATION, SELECTED CITIES IN PACIFIC NORTHWEST* 
SUMMER TEMPERATURE WINTER TEMPERATURE ANNUAL PRECIPITATION 





SEATTLE: 56°-75° 36°-45° 31.92 inches 
PORTLAND: 58°-79° 35°-44° 39.91 inches 
SPOKANE: 57°-82° 20°-30° 14.92 inches 
TACOMA: 55°-74° 34°-44° 35.20 inches 
OLYMPIA: 49°-76° 31°-43° 45.74 inches 


*Weather Bureau, U.S. Department of Commerce 

















\ EL PASO NATURAL 6AS {Ij COMPANY 


oad = ee enter onm Rapert, El Paso Natural Gas Company provides natural gas to industrial customers 
and distribution companies in Arizona, California, Colorado, Idaho, Nevada, 


On the Pacific Northwest, Write to : ~ : 
El Paso Natural Gas Company, El Paso, Texas New Mexico, Oregon, Utah, Washington, West Texas and Wyoming. 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi 
dends 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
Dividend No. 41 
25/2 cents per shore; 
4.24% SERIES 
Dividend No. 18 
26/2 cents per share; 
4.78% SERIES 
Dividend No. 10 
297/e cents per shore; 
4.88% SERIES 
Dividend No. 50 
30/2 cents per share 


The above dividends are pay 
able May 31, 1960, to stock- 
holders of record May 5 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31. 


C. HALE, Treasurer 


April 21, 1960 
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181 CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable June 10, 
1960, to stockholders of 
record at the close of busi- 
ness on May 10, 1960. 


C. V. BOULTON, 


Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
April 26, 1960 


IBM. 


INTERNATIONAL BUSINESS MACHINES CORP. 




















What is the Bell System? 





Lie Bell System is wires and cables 
and laboratories and manufacturing 
plants and local operating companies 
and millions of telephones in every 
part of the country. 

The Bell System is people . . . hun- 
dreds of thousands of emplovees and 
more than a million and a half men 
and women who have invested their 
savings in the business. 


It is more than that. The Bell 
System is an idea. 





It is an idea that starts with the 
policy of providing you with the best 


BELL TELEPHONE SYSTEM 


possible telephone service at the 
lowest possible price. 

But desire is not enough. Bright 
dreams and high hopes need to be 
brought to earth and made to work. 


You could have all the equipment 
and still not have the service you 
know today. 


You could have all the separate 
parts of the Bell System and not have 
the benefits of all those parts fitted 
together in a nationwide whole. It’s 
the time-proved combination of re- 
search, manufacturing and opera- 


tions in one organization—with close 
teamwork between all three—that 
results in good service, low cost, and 
constant improvements in the scope 
and usefulness of your telephone. 


No matter whether it is one of the 
many tasks of everyday operation — 
or the special skills needed to invent 
the ‘Transistor or develop underseas 
telephone cables—the Bell System 
has the will and the way to get it 
done. 

And a spirit of courtesy and serv- 
ice that has come to be a most im 
portant part of the Bell System idea. 





American Telephone & Telegraph Company - Bell Telephone Laboratories - Western Electric Company - New England Telephone & Telegraph Company - Southern New England Telephone 
Company - New York Telephone Company - New Jersey Bel! Telephone Company - The Bell Telephone Company of Pennsylvania - Diamond State Telephone Company - The Chesapeake 
& Potomac Telephone Companies - Southern Bell Telephone & Telegraph Company - The Ohio Bell Telephone Company - Cincinnati & Suburban Telephone Company - Michigan Bell Tele- 
phone Company - Indiana Bell Telephone Company - Wisconsin Telephone Company - Illinois Bell Telephone Company - Northwestern Bell Telephone Company - Southwestern Bel! Telephone 
Company - The Mountain States Telephone & Telegraph Company - The Pacific Telephone & Telegraph Company - Pacific Telephone-Northwest - Bell Telephone Company of Nevada 
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The Trend of Events 


LIBERTE .. . EGALITE . . . FRATERNITE!.. . The enthusi- 
astic affection with which the American people re- 
ceived Charles de Gaulle of France was greater than 
that accorded the head of any other government in 
our lifetime. 

This was because there is general recognition in 
this country of the high-mindedness, patriotism and 
fine spiritual quality of this man, whose love of 
country has been an inspiration to all of us—and 
to the world. We all recognize that if he were not so 
‘tubborn, so proud, he would not be the great man 
that he is today. In fact, his wisdom evolved from 
the intensity of his pride—his stubborn effort to de- 
velop the kind of judgment that could move moun- 
tains—and he has been rewarded again and again 
vith the elation that comes 
from victory achieved in the 











that moved Chancellor of Germany Conrad Ade- 
nauer to cling firmly to the France of Charles de 
Gaulle, and why “that inner voice” makes him feel 
certain that at long last peace in Europe will finally 
emerge as a result of the goodwill that collaboration 
between them will bring. 

Washington was so deeply impressed with the 
invincible spirit of this man and his common sense 
approach that we are backing the Common Market 
even more strongly than before. 

And we do not believe that maneuvers at the 
Summit Conference to be held in Paris in May will 
be able to upset the consummation of this plan 
Britain and the Soviet Union to the contrary. 

No one knows better than Khrushchev the force 
that the spirit of man exerts 
in shaping world affairs, and 





‘face of obstacles, adversity 
ind lack of recognition. 

Today France is on her way 
back to the vision Charles de 
Gaulle has of her greatness. 
And it is good for France 
for our country—for the rest 
of the world—to work with 
such a man. 

It is undoubtedly this spirit 





regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow's markets, 


that events can emerge from 
the Paris conference to pro- 
duce a crisis of the first mag- 
nitude for the Soviet Union. 
And he knows too that it will 
not be the first time in history 
that a would-be world con- 
queror has been brought down 
to defeat by his failure to 
recognize a basic truth. 


don’t miss this 
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COMMUNIST PROBING FOR WEAK SPOTS... The revolt 
in Korea is another clear example of the Communist 
technique to destroy and disrupt whenever they can 
get a foothold. 

From the violence of the attacks on the United 
States by the Communist press, it is clear that re- 
gardless of the impressions they seek to create, the 
Chinese Reds and the Russians are working to- 
gether. 

The Communist demonstration in Japan—the 
hopped-up parades by the East German Reds—the 
uprising in Turkey—on top of the increased tension 
in Venezuela—in Panama—in Cuba—all speak of 
an organized effort to disrupt and destroy—(1) for 
the purpose of adding to Communist power—and 
(2) to disorganize the West psychologically, in the 
same way that gangsters damage property, and by 
threats of one kind or another try to force their 
will upon an unhappy victim. 

It seems that while the Communists talk of total 
peace they are busily taking steps that will prevent 
it. When they seek to make trade agreements with 
the various countries their idea is not to develop 
peaceful trade relations, but to use the advantages 
gained for the purpose of waging economic warfare. 

How can we deal with such governments, for 
whom agreements are scraps of paper, and who 
brazenly use the “big lie’ whenever it suits their 
purpose, and with total disregard for the truth? 

What can a Summit Conference accomplish in the 
face of what is going on—and while Mr. Khrushchev 
threatens to hold fast to his dictat on Berlin? How, 
under such circumstances, can we possibly have dis- 
armament, when it is clear that dealing with the 
Communists is a snare and a delusion? 

Although the Summit meeting is so close at hand, 
the possibility exists that it may never take place, 
for if President Eisenhower does not attend in the 
face of Khrushchev’s threats, there would be no 
point in holding a Summit meeting. And if the 
President refuses to attend the Paris Conference 
there is little likelihood that he will make the con- 
templated visit to the Soviet Union. Will the fat be 
in the fire then? I doubt it! 

The Soviet Union is in plenty of trouble, having 
set in motion the forces of evil which have permeat- 
ed the entire fabric of human society, where un- 
tutored minds, steeped in ignorance, have been 
swayed by wily men who have gained influence over 
them through promises of a better life, while seek- 
ing to exploit and use them for the purpose of satis- 
fying their own lust for power and wealth. 

This process, which is now accelerating its pace, 
can only usher in an age of utter lawlessness and 
brutality such as existed in the Dark Ages, were it 
not for the signs of disillusionment now also set- 
ting in. 

I believe that 1960 will be the critical year for 
Communism, because it is beginning to meet 
opposition from those whose experience has now 
caught up with the realities of Communism in 
practice. 

At the same time, Communists are facing strong 
opposition from among former adherents, like India 
and Laos, where they recently lost an election—and 
the fact that Castro’s interference in South Ameri- 
can countries has frightened former sympathizers 
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there. 

And last, but most important, is the fact that the 
Communists for the first time will meet Western 
leadership under the inspiration of strong men 
whose sagacity matches their own—opponents 
whose mental equipment and the will to win is equal 
to theirs, but sustained by the spirit of “justice 
for all.” 

In the course of human events there always comes 
a time when the aggressor finds himself confronted 
with an immovable force—and this may happen ‘o 
Russia at the Paris Conference. 


A BROADER INTEREST IN POLITICS ESSENTIAL TODAY 
... When Governor Nelson Rockefeller, in a recent 
television message, urged a more active part in po)i- 
tics on the part of thoughtful citizens, he was talkir g 
good sense. 

The adjective “dirty”, so often linked with tle 
word “politics”, should not be the excuse for lack 
of interest — rather it should act as an impelling 
reason for taking part in an election, to see that the 
highest caliber of men available are elected to offic>. 

It has been our belief for a long time that business 
would be rendering a great service to the United 
States by undertaking a more aggressive role in 
practical politics, instead of leaving the field to the 
high powered efforts of pressure groups motivated 
mainly by self-interest, and “let the rest of the pec- 
ple be damned”, as is particularly true in various 
labor unions that need not be named. 

Therefore we were glad to see a prominent cor- 
poration announce its decision to “get into politics’ , 
not as a partisan effort, but to further the best in- 
terests of all the people — on the simple theory that 
what helps the country must inevitably benefit the 
nation’s economy, its industry and its citizens —- 
because of their interdependence one upon the other. 

There are literally hundreds of corporations in 
the “big business” category that service tens of 
thousands of American communities. As servants 
of these communities, they are concerned with the 
economic, political and social affairs of the people 
they serve. If they were not, they would have no 
moral reason to exist. But if they continue inactive 
in the political arena they might find their existence 
ended in a miasma of totalitarian bureaucracy. 

It is high time that business speaks up, and gets 
into practical politics; not on a partisan basis but 
as an educational force carrying truth to the people. 
There is no need for partisanship, no need to select 
Parties or candidates, only the need to educate the 
people on the issues — what is economically and 
socially sound, and what is not. And this is some 
thing which has been totally ignored by self-seeking 
labor leaders and vote-hungry politicians who don’t 
care a tinker’s damn for future costs, who simply 
look for the vote today and say, “The Hell with wh 
pays the bill tomorrow.” 

For long years now, the forces of organized labor 
have been in politics with the avowed aim of hurting 
the very companies which make big unions possible 
We have seen the Political Action Committee of the 
old Congress of Industrial Organizations (CIO) i1 
action; more lately the combined American Federa- 
tion of Labor and the CIO, have formed their Com- 
mittee on Political (Please turn to page 228) 
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HE post-war period has been one of vital and 

far-reaching developments in the field of inter- 
national economics. The emergence of the under- 
developed nations and their voracious appetite for 
capital and technical assistance, the establishment 
of international lending agencies to fulfill part of 
this need, the vast economic aid programs of the 
United States, and in more recent years of the 
Western European nations, the successful operation 
of the General Agreement on Tariffs and Trade, and 
the development of new techniques of production 
and transportation have transformed the face of the 
mercantile world. 

There has been no more important development, 
however, than the irresistible tendency for regional 
groups of countries to join together in economic 
blocs for the furtherance of their mutual economic 
development and the creation of ever-larger markets 
free from internal restrictions of any kind. 

The first, most important and most famous of 
these is the European Economic Community (Com- 
mon Market). The EEC, since its inception, has 
been warmly encouraged by the United States, just 
as it has been bitterly opposed by Great Britain, 
which has formed the European Free Trade Area 
(EFTA) in opposition to it. The results of this 
rivalry could well be disastrous, if allowed to con- 
tinue and to worsen. At the same time there are 
obvious dangers for the U. S. export market in the 
concept of closed regional economic groupings that 
can shut out non-members. 
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By Norman A. Bailey 


A NEW AGE OF 
ECONOMIC INTEGRATION 
NOW POSSIBLE 


In response to these dangers, Under Secretary 
of State C. Douglas Dillon last proposed a new 
association of Atlantic countries to replace the 
Organization for European Economic Cooperation 
(OEEC), which is going out of existance now that 
the post-war economic recovery of Europe has 
been accomplished. This proposed Organization 
for Economic Organization and Development 
(OEOD) would bring together the six nations of 
the Common Market (France, Germany, Italy, 
Holland, Belgium and Luxembourg), the seven 
nations of the Free Trade Area (Great Britain, 
Sweden, Denmark, Norway, Portugal, Austria and 
Switzerland), plus Turkey, Greece, Iceland, Ire- 
land, Spain, the United States and Canada. These 
twenty countries together contain the lion’s share 
of the world’s wealth and technical skills. 

This Atlantic Economic Community would have 
three functions. ® The first, and the most import- 
ant, would be to reconcile the two rival European 
economic blocs and make sure that the progressive 
freeing of international trade is given as wide a 
geographic scope as possible. ® Secondly, the Com- 
munity would channel productive investments from 
all twenty countries to the under-developed areas, 
thus lifting some of the burden from the United 
States. ® Third, the Community would provide a 
means whereby the nations of the free world could 
coordinate their economic policies to meet the ever- 
increasing Russian economic offensive. 

United, the nations (Flease turn to page 230) 
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Stock Prices Under Profit Squeeze a; 


a spe 
Doubts regarding corporate ability to improve net in the period ahead are increasing un- . r | 
der impact of rising manufacturing costs and pressure on prices of finished goods. profit 
cinthusiasm over anticipated business boom to follow steel strike settlement has dwindled, ecmp: 
and reactionary tendencies which have dominated financial markets for the last four corres 
months are in the ascendancy. Although volume remained relatively limited, stock prices exrlie 
retreated without significant resistance in the process of testing the early March lows. An- i on 
other test is now in the making, and the maintenance of a conservative policy continues of 97. 
to be advocated at this time. Bocat 
center 
By A. T. MILLER than 
hem \ 
s} iprr 


I HE willingness of the investing public be well to allow for the possibility of a moderat= p odu 
to continue liberal valuations of corporate earning recovery before reinstatement of a downtrend. -\ but | 
power declined rapidly in the last few weeks. Grow- revival of hope could be sparked by decisions i1 fi rth 


ing doubt over the outlook has found reflection in Washington to bolster weak spots. p osp 
steady deterioration of stock prices, with the result Need for stimulation has been emphasized by signs | n ent 
that quotations for leading industrials have re- of economic difficulties in many areas. Steel produc - q iart 
treated to around the year’s lows and at press time tion has been trending downward for weeks an | 8) pel 
were threatening to drift lower. automobile output has been cut back sharply be«- eordir 

Even though it is quite possible that considerably cause retail sales fell below optimistic projection:. e” eal 
lower levels may be reached in due course, experi- Residential building has not expanded as vigorously may | 


ence testifies to the fact that intermediate rallies as had been hoped as weather improved. Highway ation 
are to be expected in a protracted decline. Accord- construction has lagged. Plant expansion programs antici 
ingly, now that equities have recorded lower prices have been delayed in numerous instances. The re- auarte 


in each of the first four months of the year, it may sult has been increasing unemployment, declining | 4)6 ay 
tax receipts and a generally slower pace 
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MEASURING MARKET SUPPORT prepa: 
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Indications of a change in attitude in 
Washington have come to light in the [ duct 
last week. Federal Housing Administra- higher 
tion authorities moved to stimulate re- | probak 
sidential activity by lowering minimum bethie 
down payment requirements on houses | Proble: 
costing $15,000 or more. In like manner, | cated, 
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et Declining Prices the Civil Aeronautics Board acted to not be 

330 set up a formula for improving earn- Decem 

n0 ing power of certificated airlines. crease 

In this presidential election year gov- ene . 

290 ernment monetary authorities could act © ms 

oat to pave the way for easier credit if 

270 wee lan Sas they thought such action would stimu- 

oF Rising Prices late demand for funds and check the Amo 
? downtrend. Any development that would [| @t the 
MEASURING INVESTMENT AND SPECULATIVE quicken the tempo of demand for rav unduly 
TTTTT materials would bolster sentiment. finishe: 
sumers 
Earning Power Pared really 
720 ree Basically, in the retreat from the highs eon phe 
of four months ago, the stock market . 
680 THT} PRICE as woe has been adjusting to the prospect of « a - 
l steady squeeze on profit margins. The * 
640/+++ ae : - : : - 
Frias unexpectedly swift satisfaction of de ee 
6001+ M.WSS. Low 7 mand for raw materials after the end reasons 
PRICE STOCKS | ing of the steel strike resulted in cut- | jen iny 

560} SCALE AT LEFT backs in scheduled production. The cur Motc 
| tailment in output led to higher operat " 

520 leet asin Cin tans teeiee Gebicieeel ¢ ng out 
SOOO ing costs than had been anticipated, anc ah ale 
ect — ie oa a” i pi necessitated sacrificing finished goods at ow gpree 

price concessions — impairing earning oI i 
power in the second half of the first etona 
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quarter. 

The impact on earnings 
may be best illustrated by 
a specific example. In the 


TREND INDICATORS 


YEARLY RANGE 1951-1959 
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first three months, Bethle- 
hem Steel 
profit equal to $1.10 a share 
ecmpared with $1.06 in the 
corresponding period a year 
earlier. This showing was 
accomplished on operations 
of 97.4 per cent of capacity. 
Because customers had ac- 
cepted more raw material 
than they needed, Bethle- 
him was compelled to trim 
s} ipments and this lowered 
p:oduction in April to a- 
b ut 85 per cent, but still 
fi rther retrenchment is in 170 
p ospect, since manage- us 
nent estimates the June os 
qiarter may average only iss 
8) per cent of capacity. Ac- al 
c rdingly, considerably low- os 
e° earnings for the period 
nay be expected. Continu- 
ation of the slowdown is 
anticipated in the third 
quarter, which is the time 
the automobile industry has 
cnosen for 
preparation for the intro- 4 
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ducticn of new models. 

Since contraction in pro- 
duction contributes to 
higher unit costs, it is 
probable that profit margins may decline further for 
Kethiehem and other steei makers and pose the 
problem of raising prices. The industry has indi- 
cated, however, that a general price rise likely will 
not be considered until after wages are raised in 
December, and as a consequence of this policy, in- 
creased costs are expected to be absorbed. Condi- 
tions such as this are being taken into account in 
the market setback. 





Constructive Factors in the Picture 


Among the encouraging factors that may be noted 
at the beginning of May is the seeming absence of 
unduly excessive inventories of raw materials and 
finished goods. Supplies of steel in hands of con- 
sumers are larger than desired, of course, but not 
really excessive. New cars on dealers’ showroom 
floors also are more numerous than actually needed 
and are plentiful enough to warrant “deals” to stim- 
ulate sales. On the other hand, public interest is 
gaining momentum and the total new cars remain- 
ing unsold are not increasine in number. Hence, 
business will be moving into the summer season in 
reasonably good shape, not too concerned over swol- 
len inventories. 

Motor car manufacturers are planning on bring- 
ng out several additional models of compact cars, 
ut the change-over time presumably will be shorter 
his summer than in 1959 and unemployment will 
e less extensive. Even though more models are to be 
ntroduced, current plans indicate that tooling ex- 
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penses may be trimmed this vear. On the whole, 
manufacturing costs may not prove unduly burden- 
some in coming months. Moreover, unusual expenses 
encountered last year incident to the prolonged steel 
strike are not to be repeated. Accordingly, earnings 
comparisons in the third and fourth quarters of 
1960 should be more satisfactory on the average 
than for the first two quarters. 


A Technical Rebound 


Although a case can be made for a technical re- 
bound on the basis of precedent and logic, it must 
be admitted that technical behavior affords little 
confirmation. The average has penetrated support 
levels without serious resistance and is close to the 
March low of 596. 

Optimists would be encouraged if the list were 
able to reverse the decline without breaking signifi- 
-antly below 595 or if volume dried up emphatically. 
On the other hand, a setback into the 588 area on 
increased turnover would dampen hopes of any near- 
by rebound. 

Hence, from a strictly technical approach, the 
outlook at the beginning of May remains dubious, 
but the decline has been protracted enough to war- 
rant consideration of the possibility of a temporary 
rebound and various economic factors afford basis 
for a mildly constructive viewpoint. The attitude of 
consumers in retail channels in the next two weeks 
a _ the key to the summer market.—Monday, 
May 2. 











Leading Economists 
Express Their Views... 


AFTER EVERY MAJOR WAR 


FULL DEFLATION FOLLOWED INFLATIO 


—Will History Repeat Itself 
—Or Are Depressions Extinct? 


By HERBERT M. BRATTER 


HE vast changes that have taken place in our 

economy since World War I — and multiplied 
many times on a broad international scale following 
World War II—have caused many to question wheth- 
er in this setting historical data is practical as an 
indicator of what is to come. 

From my experience, I consider this backward 
glance to be most useful, because, while the circum- 
stances may be different, the basic considerations 
are the same, for they rest in human nature. For, 
after all is said and done, it is man who in the final 
analysis shapes situations, and his inherent traits 
of character and emotional reactions have remained 
the same throughout time. Thus, regardless of shift 
and change, events follow their natural course, with 


184 


variations depending upon existing conditions and 
the steps taken at the time, as events reach a cli- 
max. 

Every war consumes the raw materials, labor and 
other resources of the economy directed toward over- 
coming the enemy. The result is neglect of the con- 
sumer and his needs. After the war is over, the ma- 
chinery promptly sets to work to fill the pent-up de- 
mand for consumer goods, and the inflation persists 
until the pipelines are filled and the markets satis 
fied—after which deflation begins to take hold. This 
has been true this time also, regardless of the revolu- 
tionary changes that have taken place economically 
politically and financially. 

In examining an old chart showing a century of 
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prices, I find that during war and post-war periods 
the pattern has been the same as far back as the 
Napoleonic Wars, and in the Revolutionary War too. 
It runs through the Crimean War of 1855, the U. S. 
Civil War of the 1860’s, and throughout the 19th 
Century in the Franco-Prussian and Spanish Ameri- 
can Wars, the Boer War, the Russo-Japanese War, 
right up to World War I at the beginning of the 
20th Century. 

As the chart herewith, dealing with our own econ- 
omy, clearly shows, the wars in which the United 
States has been engaged have been attended by 
marked inflation as an aftermath, to be succeeded 
by a severe and sometimes protracted deflation. 

However, the timing of post-war deflation has al- 
ways been different. Following our Civil War there 
was a prolonged readjustment. Our worst depres- 
sion, that of 1929, started 11 years after the end of 
World War I. 

This time, by ingenuity of one kind or another— 
by across-the-country expansion—suburbanization 
-~-by multi-product diversification to employ over- 
capacity—we have been able to prevent a severe eco- 
romic contraction. But now we face the question— 
is it merely the timing that is different—or can a 
severe deflation be avoided? 

During World War II economists and business- 
men here and abroad expected the U. S. to lead the 
vorld in an economic nose dive. Remember the dire 
vartime prognostications of the Swedish economist, 
runnar Myrdal, to that effect? But all such fore- 
asts have proven false. 

Now here, 15 years after V-E Day and 7 years 
ifter Korea, there is still no depression—no econom- 
c collapse. Are we depression-proof? Are we finally 
n that “new era” so prematurely proclaimed in the 
1920’s—and are we just as fanciful today regarding 
he future as we tread new paths with our heads in 
the clouds—in outer-space—and think in terms of 
miracles ? 

“War” Never Ended 


Actually we are not out-of-the-woods yet, for the 
cold war has never ceased. We are still spending at 
the rate of $40 billions for defense and large 
amounts on foreign aid. We have not known real 
peace since the 1930’s. We have had no post-war de- 
pression. There has been no “post-war.” We are still 
at war, but in a different kind of war that is taxing 
our economic and financial strength to the full. 

But suppose that, some summit day—some S-Day 
—the cold war crumbles and peace really breaks out. 
Then can we have the big deflation we have grown 
accustomed to no longer fearing? 

Because there is such a variety of opinion among 
key economists whose views will influence economic 
and financial decisions in our country, we have asked 
top level authorities in various areas to present their 
views freely to the readers of The Magazine of Wall 
Street under their own by-lines. 


President's Counselor Comments 


Dr. Henry C. Wallich, member of the President's Council 
of Economic Advisors, observes: 
“Historical precedents snould be viewed with 
respect, but they are by no means a reliable guide 
to the future. No one can say that the forces that 
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after wartime inflations caused prices to decline 
have disappeared altogether. But many factors 
suggest that they are weaker today and far less 
likely to become effective. One such factor has to 
do with the increasing rigidities built into our 
price and wage system. A second relates to the 
diminishing weight in our economy of the prod- 
ucts the prices of which typically are subject to 
wide fluctuations, principally foodstuffs and other 
raw materials. A third originates in the social 
climate in which we operate today, which seems 
to be opposed to pronounced deflationary move- 
ments and which also seeks to limit price declines 
in particular sectors, as for instance in agricul- 
ture, where a price support program has been 
in operation for many years. Finally, a sharp and 
violent price decline would be inconsistent with 
public policies aiming at sustainable growth and 
reasonable stability of the price level. There is 
every reason to think that the tools are available 
to prevent a price collapse of the kind that has 
occurred—at rare intervals—in the past.” 


1960 a Fateful Year? 


Dr. Edwin G. Nourse, former chairman of the Council of 
Economic Advisors, is less confident than most people 
about what lies ahead for our economy. He regards 
1960 as “the hinge between two decades.” Asked for 
comment on the subject of this article, Dr. Nourse ex- 
plained: 

“I do not subscribe to the oversimplified dictum 
that after every big war the country is bound to 
have a depression—within a decade, give or take 
a year or two. Neither do I join in the no less 
simple faith that we have licked the business cycle 
and ‘it ain’t gonna rain no more’. Exponents of 
this view point out that a decade and a half have 
already elapsed since World War II and we have 
not had any real depression. Three small reces- 
sions have been contained and promptly followed 
by a resumption of an ever-normal boom: we 
‘planned it that way’. 

“Even on the ‘decade after’ theory, this rosy 
view lacks the support of a historic record. We 
are only now approaching the end of a decade 
after the Korean War and are still in the midst of 
the cold war. A post-war depression comes about 
through failure of an economy to meet the adjust- 
ments of reconversion and disarmament. We met 
the challenge of reconversion brilliantly (with an 
important assist from the inflation potential cre- 
ated by war financing). Now we have lost that 
extra oomph, and are apparently able to get rea- 
sonable price stability only at the expense of an 
amount of unemployment that is considered by 
many—perhaps a majority—of the people as un- 
reasonable. 

“Tf now we are able to get a substantial but be- 
lated disarmament (not complete or within Mr. 
Khrushchev’s ‘four years’) we shall face the first 
real show-down as to whether we have the know- 
how and the fortitude to achieve sustained peace- 
time prosperity. The outcome is by no means 
clear.” 








A Treasury View 


A Treasury official says: “We'll probably always 


185 





have fluctuations in a free economy. These adjust- 
ments serve to correct imbalances and undesirable 


II and Korea. There were, of course, strong mone- 
tary influences in all of them, with particular 











trends which accumulate from time to time. But drama attached to the superabundance of con- ect 
another big depression like that of the thirties is tinental currency in the Revolutionary War, and cre 
unlikely, given the changes in our economic sys- the large volume of greenbacks in the Civil War. an 
tem such as rigidity of wages, unemployment pay, “But there are other influences that should be wa 
pension funds, deposit and mortgage insurance, mentioned. In all of the wars, the scarcities of act 
etc. The great depression probably could not have civilian goods helped drive up prices. When sup- wa 
occurred had the Federal Reserve had its present plies became more nearly normal after the wa», (B 
powers, with all they mean for bank liquidity. with resumption of imports and production cf nitio 
Today the Fed can in emergency make liquid al- non-war goods, prices declined. The effect cf ance 
most any sound assets and the FDIC can stop an scarcities of non-military goods and their subse- and 1 
incipient run on the banks. And, with present quent availability was clearly illustrated durinz | 
control over stock market margins, the specula- and after the War of 1812. As a result of the en- | stu 
tion of the 1920’s couldn’t have gone on. bargo on imports before the War and the subse- | we 
“We hope not to have that kind of stock specula- quent cutting off of our major source of supply, an 
tion again. But we could have some other specula- prices for imported commodities soared. As our f an 
tive bubble that could bring on trouble, but only foreign trade picked up after this war, there wer: we 
assuming that the speculators could find the sharp declines in prices for imported commodities, be. 
financing which is unlikely. Or real trouble might followed by declines for domestic products. see 
be brought on by some other cause, e.g., if entre- “The results of speculative activities are also re- sio 
preneurs lost all confidence in the Government as flected in the war price rises and subsequent ce Th 
a result of its pursuing unsound fiscal, monetary clines. During and immediately after World War eSS\ 
and debt management policies. Lack of confidence I, for example, there was considerable speculatio that 
in the dollar might bring on an inflationary boom, in commodities and in property, especially farn urir 
a flight from the dollar, a collapse. Conceivably, land, but in the spring of 1920, a sudden break ir ress 
a long-maintained balance of payments drain world markets for raw materials triggered the | nark 
could erode confidence and produce trouble. But sharp price decline of the early 1920's. | vide 
this need not happen. If we manage our economic “A number of other factors contributing t | 
and governmental affairs prudently, we can look price declines after these early wars could b« su 
to the future with confidence.” mentioned, such as the difficulties of veteran re- | pe 
Among Key Factors, Monetary Difficulties “tn te ang anneal he intangible bape vs poems “0 
dusiness prospects, but there is a wide body of We 

The Most Important Influence economic opinion that holds the monetary difficul- | 

Mrs. Ethel D. Hoover, Director of Special Studies, Bureau ties as the most important influence.” an 
of Labor Statistics, whose testimony before the Con- bo 
aressional Committee last year described the post-Civil Forces for Boom—Bust mz 
War price decline, which lasted for 15 years, says: According to Dr. Emerson P. Schmidt, Director of Eco- as 
“No one condition can be pointed to as the nomic Research of the Chamber of Commerce of the lik 
cause of “deflation” after the early wars in this United States—depression is possible but not likely. As | Mr 
country—that is, the wars other than World War he sees it: | larly, 

Long-Term Trend of Business Activity 
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The trend of business depicted above shows the variations . 
from the long-term trend of the economy which is taken as zero. busi 
From 1919 to date, the monthly figures of the Federal Reserve @ pe 
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for their long-term trend. Prior to 1919, other indicators of the 
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“The rapid rise in the last generation of the 
economic understanding of the role of money and 
credit in our economy is possibly the best insur- 
ance we have against deep depressions and post- 
war collapses of prices, incomes and economic 
activities, such as occurred after most of the great 
wars throughout our history.” 

(But he believes that the maintenance of inter- 
nitional peace and stability is of the highest import- 
ace in order to reduce tendencies toward distortions 
aid maladjustments.) 

Dr. Schmidt continues: “Five years ago, in our 
study, Can We Depression-Proof Our Economy ?, 
we analy zed the forces making for super booms 
and subsequent busts, with a conclusion that long 
and deep depressions will not occur again, unless 
we take complete leave of our wits—which could 
be. The analysis and conclusions of that study still 
seem sound, although fluctuations and even reces- 
sions are certain to occur.” 

This study was followed in 1959 by Economic 
essons of Post-War Recessions, which concluded 
that “flexible monetary policy—exerting restraint 

uring booms and periods of strong upward price 





ressurue, and credit ease during periods of softer 
narkets—has ben a most effective weapon against 
vide swings in the economy. 

“A generation ago, the way in which the money 
supply was increased and extinguished was im- 
perfectly understood. When a depression hit, as in 
1929, contra-cyclical fiscal and monetary policies 
were not effectively understood or employed. 

“Because of the tremendous amount of research 
and study that has gone on, the forces making for 
boom-bust are today quite well understood and 
make collapse of prices and of the economy such 
as followed earlier wars, not necessary and less 
likely.” 

Mr. Ralph Robey, NAM economist, sees things simi- 
larly, stating: 

“There’s no reason for us to have another ma- 


jor depression. This is quite different from saying 
that we never shall have one. We have so many 
good statistics today and so many business man- 
agers know how to interpret these data that, 
granting the Government does not do something 
unspeakable, we should be able to have sustain- 
able growth over a long period. 

“Of course we shall have minor setbacks 
recessions from time to time. This is necessary in 
order to correct imbalances that develop within 
the economic system 


Labor Economist Speaks 


Hyman L. Lewis, Chief of the Office of Labor Economics, 
Bureau of Labor Statistics, stresses the differences be- 
tween this and previous “post-wars”: 


“After World War II, and Korea, huge back- 
logs of civilian demand were supported by un- 
usually heavy savings and a strong rise in con- 
sumer and mortgage debt. This ‘effective’ demand 
—outrunning the postwar ability to produce for 
civilian consumptior possible the ‘market 
power’ and ‘push-pull’ influences which have been 
well described but not always placed in proper 
perspective. 

“Since World War II we have had a second set of 
factors: new institutional forces, which reflect 
a new orientation toward economic security as a 
goal in itself. Throughout the world there has 
been a conscious attempt by peoples and govern- 
ments to control and reshape what were formerly 
considered natural economic forces in such a way 
as to assure a larger measure of income security 
to both workers and entrepreneurs. These devices 
include government floors under wages and 
farm prices; also the growth and acceptance of 





strong business and labor organizations with the 


major purpose the enhancement of their incomes. 
“We have the ‘full employment’ policy, whereby 
the Government is committed to buttress a de- 
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clining economy and to (Please turn to page 233) 
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modity prices, using 1926 as equal to 100. 
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SEARS, ROEBUCK — Giant Leader 


MONTGOMERY WARD- Spirited Runner-Up 


—Their 1960-61 Outlook Under 
Two Different Paths of Expansion 


By EDWIN CAREY 


The amazing all-inclusive structure of Sears, Roebuck — and the verious broad 
ramifications — diversification — financial position — profit outlook and 


potentials 


» Montgomery Ward in a well-thought-out race moves strongly into retail 


selling ... 
ness — earnings-dividend outlook 


HILE these two giants of retailing account 
W.::.. the lion’s share of all mail order business 
done, their retail over-the-counter store operations 
are still of dominating importance. They both look 
to the coming decade as one of unusual opportunity, 
but have chosen separate paths toward the goal of 
higher earnings. Sears, Roebuck is now rapidly ex- 
panding its wholly-owned Allstate Insurance Com- 
pany as well as its stores, while Montgomery Ward 
is showing progress in a carefully conceived five- 
year plan to greatly increase selling area. 

Sears, Roebuck and Co. 

As the world’s largest retailer of general mer- 
chandise Sears rang up a total sales volume of over 
$4 billion during the year ended January 31, 1960, 
an 8.5% gain over the previous year. However, net 
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appraisal of position and outlook — financial strength and weak- 


income before taxes increased nearly 20% to $403 
million, demonstrating its impressive success in im- 
proving profit margins. 

Earnings per share came to a new high of $2.64 
per share on 75.2 million shares outstanding, ex- 
ceeding the previous record of $2.21 in 1958-59. If 
earnings are adjusted to include subsidiary earnings 
that were not consolidated with company earnings, 
such as the income retained in the operations of 
Allstate Insurance, the total would be $3.05. Allstate 
has grown to a point where it is no longer a small 
factor in the overall Sears picture, contributing $17 
million to the parent company in dividends from its 
net income of $34.6 million. Thus insurance now ac- 
counts for 16% of combined earnings. 

Scope of Sears Operation: About 77% of total 
sales are derived from 734 retail stores with 22% 
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coming from the mail order -—— __SEARS, ROEBUCK & CO. 
division, and perhaps 1% from A Meter SSE es ES SE | 
factory sales. In addition to the ——|-——} Mail Order & Retail Stores = $a Pr 
. « T am 
retail stores, Sears operates 913 s 5 
catalog sales offices and 11 mail r 11929 - 1935 
der pl ; ‘o-thirds | Long Term Debt: $350 ,000 ,000 + +High - 158 
Woy order plants. About two-third Shs. Cap Stk: 75,102,695. $3 par ie 
N\ of total sales are in the area of Fiscal Year: Jan. 31-— {-— 
N\ eonsumer hard goods. ——¥ 
N\\ (By contrast Montgomery ~ t t 
N\\ Ward has a sales volume of | | _—e : 
N\ $1.2 billion, 30% as large as {— I 
SENN as ’ . r . — 
SN SW Sears, about 12% of which is t ; t “it + 
SNS \§ derived from the mail order — i! = boyy! 
SQy business with the balance from | | itt! I 
5\7 retail stores.) | | i —7 
a , t t ; 
Sears, Roebuck’s well ac- t i— oer + i— 
T TT ’ 
cepted brand names such as igh tle hat ! | 
mg 4“ Allstate,” “Kenmore,” “Cold- | — 
vise spot,’ and “Craftsman” are [4%] | | | 15 
vy uluable selling aids due to the = an 2 em pe | f 
a pager os “ t i THOUSANDS OF SHARES I t atti ' t 
SQ association of value at a rea- T Hitt, —4 10 
S\ sonable price, a cornerstone of i | if Hit i Hat 1128 
N NY t ie Sears merchandising policy. nt ttt ! Men ———t 
SV“? Th cea > 16 fs 195 ; | 1955 | 1956 | 1957 | 1958 1959 | 1960] 
ea Cres _ 1 2.03 ia. "58 L. a1 or | “94 [2.15 | 2.20 | 2.15 | 2.2) | 2.64 | jin 
tories and has a financial |~“75~[ 91%) 91) 918150 | 1.018 | 1.00 1.15 [1:00 [1.0 10} bw 
interest in 47 other compa- 411.5 | 469.3| 687.5 | 735 -1 1 790.31 857.7 | 938. | 743. 6 | 777.1 [1136-1] 4200. | womncanwn » 
nies, indicating a controlover * Plus stk div. 
its more important sources of supply. with inflation. 
This is understandable since the company must Generous Profit Sharing Also a Good Investment: 


urchase merchandise in huge quantities and can An important key to Sears’ success in building up 
ot switch on short notice from one supplier to an-_ its exceptionally fine management lies in the policy 
other. It is estimated that 25% of total sales are “to promote from within,” and to provide benefits 
rom merchandise obtained from suppliers in which via a profit-sharing plan, which has been in opera- 


sears has a common stock interest. tion since 1916. Virtually all personnel benefit, and 
’ Credit Well Established: In 1959, 50.3% of sales its incentive-giving characteristic is felt all through 
vere on credit, installment sales amounting to 37.1% the organization. 
p ind revolving charge sales 13.2%. Sears management feels that the plan especially 


The company has started a new shopper's credit rewards hard work in the fields of store management 

plan which involves no charge during thirty days and merchandising. The plan provides another bene- 
following purchase. Sears continues a policy to fit, perhaps fully as important; it discourages com- 
expand credit sales, and the 
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in 1948 to $18.38 at the end of [3.571 5.50] 4.07 | 3.71] 3.06 | 2.60 | 2.61 | 2.65 | 2.21 | 2.08 | 

] January, 1960 indicates an en- 1.50 | 1.50 |2.00 | 1.50 | 1.50 | 1.75 | 2.378 | 2.628] 2.25 | 2.25 2.00 
viable growth that kept pace 412.9] 456.6] 504.2] 568.6| 587.6 | 607.9/ 612.5 | 610.9 | 587.6 | 566.5 | 541.0 | womncanun » 
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Balance Sheet Data 





Montgomery Sears, Roebuck 














Ward & Co. & Co. 

——————(Millions)———— - 
Common Stock and Surplus ................... $645.71 $1,382.5 
ESTERS Re Raed $ 33.5 $ 215.0 
I nist ocdstacebiadinireadvinateaiosba - None 
Cash and Marketable Securities ............ None None 
I a dasuseabasedenin $ 605.5 
I $ 766.4 
Current Assets ......... $1,615.7 
Current Liabilities ‘ $ 416.1 
ne $541.0 $1,199.6 
Current Ratio (C.A. to C.L. 5.0 3.8 
III os ssissXiccniciinsskenchsiietesbtindenagaoalieal $104.7 $ 316.0 
LET eae pe IR ENE TAT! $778.4 $2,148.6 
Book Value Per Common Share ............ $ 48.85 $ 18.23 
Earnings Per Share 1959 ...................... 4 $ 2.64 
Recent Price of Common Stock 49 
Price Earnings Ratio ....................cc0cc0e 18.5 
Indicated Current Dividend $ 1.45 
EEL ES SRE 2.9% 


1__I{ncludes 201,554 class “A” shares. 








peting retailers from pirating away experienced 
personnel. For many retailers have sadly remarked 
on the shortage of experienced merchandising men 
for store management. 

At the end of January, 1960 77.69% of the Sears 
Profit Sharing Pension Fund was invested in Sears 
common stock. Thus more than 20 million of the 75.2 
million shares outstanding are held by employees 
through the Fund. 

The following table from the Sears 1958 annual 
report dramatically summarizes the benefits of the 
Fund, and goes a long way in explaining the un- 
paralleled loyalty that Sears employees have for the 
company. Following are average cash values of ac- 
counts withdrawn by retiring employees in 1958 
as contrasted with the total amount deposited by the 
employee. 

Total Deposits made 
by Employee 


Value of Account 


Years of Servic Withdrawn 


Sensational Diversification Progress 

Allstate Insurance—Allstate’s growth has been 
truly remarkable. With about 90% of its business 
in the relatively less profitable automotive fielc, 
it has outstripped the total auto insurance indus- 
try in both growth of premiums and in earning:. 
Between 1953 and 1958 total automobile insurance 

net premiums written increased 24%, while All- 
state’s record shows a 120% increase. 

As second largest in its field of automobile insur- 
ance, Allstate employs more than 3,000 agents, wh» 
devote all of their time to selling insurance, and wh. 
operate from more than 1,300 locations from coas 
to coast. (More than 1,000 stores and catalog office 
provide a good base for operations where a larg 
number of customers pass the Allstate booth ever 
day.) 

A further factor behind Allstate’s remarkabk 
growth is the price advantage given its salesmen. I 
is said that rates average 17% lower than competing 
rates. Allstate’s low ratio of expenses to net premi 
ums of 22% vs. the industry’s 35% makes low rates 
possible and also provides the key to its unusua 
profit performance. 

New Insurance Lines Added: In 1954 Allstate 
added residential fire, and extended coverage to 
its line of auto insurance. Homeowner’s and 
personal theft followed in 1957, commercial fire 
and casualty and A & H in 1958, and inland marine 
in 1959. Most important, however, was the addi- 
tion of a life insurance subsidiary in 1957. Group 
coverage of the whole Sears organization (amount- 
ing to about $890 million) gave this subsidiary a 
good start, but it will be a few vears before life 
insurance in force is large enough to net a signifi- 
cant profit. With a tremendous potential market 
stemming from all Sears, Roebuck customers, 
great possibilities lie ahead. 

In mid-1959 Allstate organized a Swiss subsidi- 
ary to sell insurance, and in January, 1960 it ac- 
quired a Mexican insurance company. 

Subsidiaries Abroad: The wholly-owned 























20-25 years $3,593 $36,695 Sears, Roebuck Acceptance Corp. is not only provid- 
25-30 4,899 67,089 ing a good credit tool to the organization, but is 
30-35 5,791 93,019 earning a good profit. Simpson-Sears Ltd. of Canada 
35-40 6,092 123,054 (50% owned) operates (Flease turn to page 234) 
Long-Term Income Data 
Montgomery Ward & Co. * ; Sears, Roebuck & Co. 
Deprec. Net Cash Deprec. Net Cash 
Net & Net Net Earnings Earnings Net & Net Net Earnings Earnings 
Sales Amort. Income __— Profit Per Per Sales Amort. Income Profit Per Per 
(Millions) Margin Share Share (Millions) Margin Share Share 
1959 .$1-2226 $64 $30.6 2.5% $2.28 $2.85  $4,036.1 $31.5 $198.6 4.9% $2.64 $3.06 
1958 . 1,092.2 5.3 28.0 2.6 2.08 2.60 3,721.2 27.3 165.7 4.4 2.21 2.57 
a 1,073.8 45 29.7 2.7 2.21 2.67 3,600.8 24.9 161.0 44 2.15 2.47 
1956 1,045.7 3.5 35.8 3.4 2.65 3.03 3555.6 22.3 164.8 4.6 2.20 2.49 
PRES 969.9 3.0 35.4 3.6 2.62 2.96 3,3068 25.4 158.7 4.8 2.15 2.50 
| ENG 887.3 3.0 35.2 3.9 2.60 2.94 2,965.4 23.6 241.3 47 1.94 2.26 
0068 02... 999.1 3.1 41.2 4.1 3.06 3.40 2,981.9 21.3 117.8 3.9 1.62 1.91 
1952 1,084.5 3.1 49.6 4.5 3.71 4.05 2,932.3 22.6 110.2 3.7 1.52 1.83 
RR 1,1061 3.2 54.3 49 4.07 4.42 2,657.4 22.8 111.8 4.2 1.58 1.90 
1950... . 1,170.4 33 74,1 6.3 5.59 5.96 2,556.3 18.8 143.6 5.6 2.03 2.29 
10 Year average ............. .$1,065.1 $3.8 $41.4 3.8% $3.08 $3.48  $3,23:.3 $24.0 $147.3 4.5% $2.00 $2.32 





* 


Fiscal years ended January 31, of the following year. 
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THE DIVERSITIES IN 
FIRST QUARTER EARNINGS REPORTS 


By ROBERT B. SHAW 


OPES and expectations often exceed reality in 

Wall Street as well as in other walks of life. 
This truism was illustrated anew by the first quarter 
earnings reports of American industry. At the be- 
ginning of the year, corporate executives, Wall 
Street security analysts and government economists 
had rejoiced in expected across-the-board increases 
in earnings to new record levels. Many forecast 
quite pronounced gains. 

In reality, it must be recognized that no such 
avalanche of high net income advances has inun- 
dated Wall Street. Business was quite good during 
the first quarter of the year for most companies, 
but, in general, sales and earnings were not con- 
spicuously higher than in the first quarter of 1959. 
And, for some important companies, earnings actu- 
ally declined from year-ago rates. 2 

Perhaps the easiest way to describe the first quar- 
ter reports is to say they were diverse. 

To place these returns in still clearer perspective 
it should be remembered that during the first quar- 
ter of 1959 very sharp gains were registered by 
almost all important companies. Even such indus- 
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tries as petroleum and textiles—both plagued by 
serious over-supply problems and price-cutting—re- 
ported encouraging gains. Profit margins were also 
good at that time, and throughout the remainder of 
the year, except for companies hurt by the steel 
strike, they continued to show further albeit slower 
improvement. 

Against this background of very favorable 1959 
returns it was really too optimistic to expect that 
the first quarter of the present year would witness a 
further impressive advance in corporate earnings. 
All of which is to say that those companies which 
have in fact reported substantial profit increases 
above last year are in very select company. 

IBM and du Pont 

One company which did accomplish that feat was 
the well-known leader in the data-processing field, 
IBM. On an increase of 15° in sales and rentals for 
the first quarter to $340,000,000, and helped further 
by some widening of its profit margin, IBM’s net 
income advanced to $1.92 from $1.59 a share. Since 
IBM’s earnings normally follow a rather clear sea- 
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Quarterly Comparison of Sales and Earnings 
. cee... . “ Sa vanes 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Net Net Net Net Net Net Net Net 
Sales Per Sales Per Sales Per Sales Per Sales Per 
(mil.) Share (mil.) Share (mil.) Share (mil.) Share (mil.) Share 
Allied Chemical ...............0.00000. $184.1 $ 68 $172.9 $ .51 $174.2 $ .59 $203.4 $ .83 $169.0 $ .57 
Aluminium Co. of Amer. ......... 221.1 56 235.3 .64 218.1 56 235.3 .84 189.5 49 
American Cyanamid ................ 159.7 78 141.5 57 144.5 61 151.6 .66 145.8 62 
American Machine & Foundry 70.5 85 84.5 85 76.6 54 65.0 45 57.6 71 
American Steel Foundries ....... 31.5 68 27.2 53 29.8 75 33.8 94 27.6 64 
American Tobacco ................... 275.0 98 295.0 1.17 303.6 1.31 301.0 1.20 261.5 92 
NINN, ssicscisstscsialnstianiaaihdidaladis 44.8 86 39.1 43 30.1 22 46.5 1.28 45.4 1.16 
NN asain cdannsiiaauilay 230.0 55 243.2 68 241.6 72 235.8 76 220.6 47 
Caterpillar Tractor .............0006 183.2 32 142.3 JW 195.4 .52 225.7 .65 178.7 40 
NINE PIII sp cissscanicciiecesimosounes 165.3 .80 312.5 1.07 126.3 76 122.1 61 163.6 70 
Corning Glass Works .............. 51.11 871 57.11 .931 59.9° 91° 44.71 89! 43.11 851 
Cutler Hammer 1.05 30.5 87 28.8 1.14 29.4 1.41 25.5 88 
Diamond Alkali .99 35.5 93 36.4 1.12 35.9 1.10 30.2 74 
Dow Chemical 59 202.0 84 191.6 84 194.0 .80 169.4 52 
BID aie iciedesnasieusinanicpanitusbinsens 2.10 502.0 2.02 550.6 2.29 568.7 2.44 507.0 2.17 
Eastman Kodak " 621 237.2- 97> 221.0! 90! 210.9! 78! 189.8! 591 
ical 16.5 1.18 16.4 92 15.8 1.10 16.6 1.39 14.9 1.00 
General Electric ................000000 957.4 .60 1,207.2 1.01 1,076.8 .82 1,088.8 74 976.5 .60 
General Portland Cement ....... 11.6 .28 15.8 51 17.8 .63 19.3 73 14.1 Al 
Ee a 51.9 .90 52.3 92 59.3 .90 51.4 79 46.2 73 
Hercules Powder ...................... 73.4 64 83.0 65 73.0 71 73.0 79 64.1 57 
International Business Mach. .. 339.8 1.92 368.8 2.42 325.5 2.06 319.7 1.92 295.6 1.59 
Johns-Manville ............... 74.8 55 99.3 -92 101.8 1.01 101.5 1.24 74.7 56 
| Kaiser Alum. & Chem. ........... . 111.0 41 112.4 .40 101.8 05 124.0 52 97.2 .20 
| Kennecott Copper .................... 117.3 1.65 71.9 d.12 102.5 99 132.0 2.29 130.6 2.03 
| Liggett & Myers Tobacco ........ 127.4 1.58 136.3 1.47 144.4 2.15 144.0 1.95 130.1 1.71 
| II TIPLE a cedsincsinecetscnsevensseee 113.6 84 117.8 1.01 132.5 1.16 126.5 1.11 113.8 91 
Marquette Cement ................. . 5.7 14 11.7 53 19.8 1.56 17.0 1.24 73 .22 
Minneapolis Honeywell Reg. .. 100.4 88 107.6 1.03 98.1 1.21 91.3 91 84.2 85 
Monsanto Chemical ................. 212.1 70 198.2 $2 199.4 .65 215.8 80 197.8 72 
| National Biscuit ..............cs0..0+- 131.7 99 113.8 1.11 107.1 85 106.5 86 101.5 74 
National Dairy Prod. .............. 418.5 76 587.7 1.02 379.2 81 375.9 .98 386.0 70 
National Distillers & Chem. .... 134.3 54 159.3 .60 145.8 58 142.2 51 128.0 54 
IIE IIIT snesicccncxsnvsstensieesens 132.5 99 134.1 1.00 131.9 1.00 142.4 1.25 122.1 96 
Olin Mathieson Chemical ........ 163.1 64 172.2 79 182.4 .69 187.3 84 159.9 48 
Otis Elevator ..... Gusaaiaanenioatih . TR. 74 N.A. 51 N.A. 72 N.A. .69 N.A. 49 
| Owens Illinois Glass ........ cocecss | WOE .96 125.9 1.04 159.4 1.66 143.9 1.52 123.4 98 
| Parke, Davis & Co. ..........cc0 53.4 .64 49.9 59 50.8 57 45.9 46 44.8 47 
Pfizer (Chas.) & Co. ............... 68.7 43 68.0 46 62.7 .36 62.3 31 60.5 39 
NII cicicinantscicasicaiudnaiiai 109.5 1.13 147.7 1.19 119.2 1.38 120.2 1.38 105.4 1.04 
Phillips Petroleum .................... 301.4 75 280.9 .80 284.4 70 297.7 .80 299.8 75 
ID a cencicleghinabinsistainaiinsin’ 34.1 47 33.5 61 30.2 54 33.5 .64 32.1 55 
NN ii tanaieds . 134.7 56 148.5 1.67 110.6 73 120.0 aS 113.3 72 
Rexall Drug & Chemical ........ 56.5 42 63.9 .68 65.4 .67 49.6 49 48.1 41 
| Reynolds Metals ....................... 106.6 30 123.0 80 126.8 aS 127.6 -86 111.8 51 
| Reynolds (R.J.) Tobacco .......... 321.7 1.15 336.6 1.15 339.6 1.20 323.6 1.13 286.8 .97 
Rohm & Haas .............. 56.2 5.22 52.9 4.46 53.6 5.03 58.8 6.09 50.5 4.49 
Socony Mobil Oil ..................... N.A. .97 1,955.5° .83 N.A. 95 1,563.6° 66 N.A. .93 
| Standard Oil BED sceaticcncenms 93.1 1.01 79.1 1.43 95.1 93 101.0 1.64 92.8 1.02 
Stauffer Chemical .................... 53.2 55 51.5 -50 59.3 62 48.7 75 52.8 54 
ID sda us onscipievilaceiesiniaembsilliae - 1.61 681.6 1.44 734.2 1.63 1,262.23 1.22 1.58 
Texas Instruments ................... 56.2 99 52.3 1.09 46.7 89 51.4 85 42.7 76 
Th‘okol Chemical 42.0 18 62.3 29 47.1 .27 45.7 35 34.9 .29 
Union Bag-Camp. Paper .......... 47.3 64 45.6 .67 46.8 .60 45.2 -63 43.0 66 
| Ne IIE cnericuncictsnenitnnnsccs 395.3 1.40 410.3 48 360.8 1.21 396.5 1.62 363.6 1.38 
Union Oil of Calif. .................. 123.2 65 107.8 92 107.6 v.11 108.9 72 118.6 57 
Westinghouse Air Brake ......... 46.7 48 63.6 89 51.6 71 52.2 .64 41.9 47 
| Westinghouse Electric .............. 458.8 55 502.3 .84 494.1 .62 474.1 56 440.0 41 
| d—Deficit. 1_12 weeks. 36 Months. 
| N.A.—Not available 2—16 weeks. 
= —— el 
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sonal trend, the net just reported remains well below 
the results achieved for the September and Decem- 
ber quarters last year, but establishes by a wide 
margin the best record ever achieved in a March 
juarter. An interesting highlight on IBM’s further 
progress was provided by an exchange at the recent 
stockholders’ annual meeting. Although President 
Watson announced the introduction of three im- 
yortant new products, one shareholder expressed 
‘onsiderable concern over his bank’s installation of 
inother manufacturer’s computing machines. Mr. 
Watson replied that his company welcomes the 
‘competition. 

Contrasting with IBM, earnings of another out- 
standing corporation — du Pont — exhibited a more 
typical performance by declining narrowly, to $2.10 
1 share from $2.17 a year ago, in the first quarter. 
As du Pont’s participation in General Motors’ di- 
vidends was identical in both periods — 64¢ a share 
— the company’s own operations were responsible 
for the slight set-back. Prices for a variety of du 
Pont products, particularly nylon tire yarn and 
dacron fibers, have been suffering some weakness 
recently, and the results just reported were not un- 
expected. 

It nevertheless seems probable that du Pont’s 
earnings for the full year will establish at least a 
narrow advance over 1959’s $8.92 a share. At the 
recent stockholders’ meeting President Greenewalt 
declared: “this will be a good business year. . 
I don’t think the current outlook is a matter of 
concern since a steady rise for business activity is 
far better for the economy than a boom, which 
might be followed by a bust.” Mr. Greenewalt es- 
timated 1960 sales as “perhaps a few per cent high- 
er” than the $2.1 billion record achieved last year. 
What may help the year-to-year comparison is the 
fact that second half sales in 1959 were adversely 
affected by the steel strike. 


Growth Companies 


Regardless of the trend for industry in general, 
commented upon above, many growth companies 
did demonstrate an ability to expand their earning 
power rapidly; this characteristic is, of course, the 
major hallmark of being a growth company. For 
various reasons modern living conditions are ex- 
tremely favorable for companies catering to the 
leisure market, and two components of this industry, 
American Machine & Foundry and Brunswick Corpora- 
tion, both turned in stellar performance for the quar- 
ter just ended. AMF boosted its sales and rentals 
22% to $70.5 millions, and despite some heavier 
expenses this sufficed to lift its net to 85¢ from 71¢ 
a share. The company’s backlog rose to $160 millions 
from $128 millions a year ago, and although the 
bowling craze is still far from its saturation point 
in this country AMF has just announced the forma- 
tion of a Japanese affilliate. At around 63 this stock 
yields only a meager return on its $1.30 divi- 
dend. The company’s close competitor, Brunswick 
(the corporate title has just been officially simpli- 
fied), has indicated an even broader gain in first 
quarter sales, although net income figures have not 
been released. 

Texas Instruments, by now one of the best known 
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growth companies, also maintained its pronounced 
trend of sales and earnings expansion. During the 
first quarter sales expanded 31% to $56 millions, 
and net income in almost the same ratio, to 99¢ 
from 76¢ a share. In comparing profits with sales 
growth, it should be recalled that fixed expenses of 
operation normally provide some leverage factor 
that will improve profit margins and allow earnings 
to outpace sales. Heavy expenditures for research 
may, however, make this rule inapplicable during 
interim periods for some of the most outstanding 
growth enterprises; investors in such organizations 
must have their eyes fixed only upon the distant 
horizon. Thus, Texas Instrument’s earnings, after 
more than doubling in 1959, are likely to show a more 
moderate growth, probably to around $18 million, 
or $4.60 a share, in the current year. The large in- 
crease in the backlog will justify continued expan- 
sion, although it will be impossible for any investor 
who keeps even one foot in the conservative camp 
to pay 45 times the earnings just estimated for 
this issue. 

But similar first quarter earnings gains were not 
enjoyed by all growth companies. Minneapolis-Honey- 
well, a more seasoned manufacturer of instruments 
and controls, was able to report only a nominal gain 
in net income to 88¢ from 85¢ a share, despite an 
impressive sales advance of about 18%. The reason 
for this sharp decrease in the profit margin can 
only be surmised, but the company may be incur- 
ring temporarily heavier expenses in connection 
with its projected introduction of data processing 
equipment. The current price for this stock, around 
148, indicates no lack of confidence in the company’s 
future. 

Eastman Kodak was another growth favorite fall- 
ing into the moderate category in the quarter just 
ended. Here, however, the leverage factor worked 
normally, in the company’s favor. Sales were up 
about 3%, to $195 millions, and this allowed a boost 
in net income of 6%, to 62¢ from 59¢ a share a 
year ago. The current profit margin is a very satis- 
factory 12.4% of sales. Compared with some of the 
more recent entrants Eastman may now look “old 
hat” as a growth company, but it shows no signs of 
maturity as yet and is available at more reasonable 
earnings multiples. 

One of the recent wonder stocks, Thiokol, actually 
suffered a sharp decline in first quarter earnings. 
This company, which makes rocket propellant fuels, 
did enjoy a 27% first quarter increase in rocket 
division sales, but much of this volume represented 
reinbursement under cost-plus contracts in excess 
of original estimates, and therefore did not con- 
tribute to profits. The Longhorn explosion earlier 
this year temporarily reduced chemical sales by 
about 359 Yo, although the damaged facilities are now 
back in operation. In its present range around 38 
Thiokol is selling at approximately half of the peak 
to which last year’s enthusiasm carrie d it. The prob- 
lems just described are not basic ones, but they do 
illustrate the risks which are athe in any en- 
terprise of this character. 


No Uniformity Among Chemicals 


In contrast with the neutral performance of du 
Pont, already commented (Please turn to page 232) 
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PAYOLA, a word coined to fit those radio disc jockeys 
paid to promote the sale of phonograph records, 
now dogs the present Administration and will cer- 
tainly harass the GOP nominee for the Presidency, 
regardless of who he may be. To be cited are the 
Nixon “expense fund” when the Veep was a Sena- 
tor; Presidential aide Sherman Adams (including 
the vicuna coat, the rug and hotel bills) ; Federal 
Communications Commisssion Chairman Doerfer, 
who went a-yachting with a major broadcaster; 





WASHINGTON SEES: 

Communist-inspired disturbances in areas of 
interest to this country will mount between now 
and the Paris Summit Conference May 22, the im- 
broglios deliberately planned to detract from 
Eisenhower's efficacy at the meet. 

Some reports have maintained that the Chinese 
Reds engineered the Korean riots against former 
President Rhee. The same reports indicate the dis- 
orders will be intensified in the hope that this 
country will violate its armistice agreement by 
sending more troops and armaments to the hard- 
pressed little Republic, thus opening the way for 
a Red invasion from the North with Mao Tse Tung 
providing major manpower, and fire power. 

Elsewhere, we may expect Red-promoted diffi- 
culties in Panama, despite the fact that air-borne 
troops and material can reach the Canal Zone ina 
matter of hours. 

In Cuba, now presumably a Russian satellite, 
anti-Yanqui tirades by Castro, as well as anti- 
Yanqui property seizures will mount too. It is now 
considered within the realm of probability that 
the Cuban dictator will move against our Naval 
installation at Guantanamo Bay. 

Such a move would give us moral and legal 
authority for military retaliation even occupation 
of the island republic. In the background, but not 
positively known however, is the probability of 
arms aid—including the latest in aircraft—from 
either Red China or Russia, both of whom have 
been trying to muddy cuban waters. 
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By “VERITAS” 


Harold Talbott, former Air Force Secretary, who 
retained his partnership in a firm doing business 
with the Air Force: Adolphe Wenzell, N. Y. financial 
figure, who kept his private employment while a 
3udget Bureau advisor on the Dixon-Yates electric 
power deal; Richard A. Mack, Eisenhower ap- 
pointee, who left the FCC under fire, General Serv- 
ices Administrator Edward F. Mansure, accused of 
passing out government insurance to GOP favorites, 
and Herbert T. Ross, Assistant Secretary of De- 
fense, whose wife had a valued clothing contract 
with some of the uniformed services. All of these, 
are destined to haunt the Republican nominee until 
ballots are cast next November &th. 


WAGE hike from the present $1.00 an hour minimum 
to proposed $1.25, and to include 7.5 million not now 
covered, probably will not get Congressional sanc- 
tion. This, despite House Speaker Sam Rayburn’s 
earlier declaration that it would pass. At this 
moment Rayburn prefers the bill not come up. He 
wants it for a campaign issue, even though he sup- 
ports Lyndon Johnson—privately opposed to the 
upped minimum—for the Democratic nomination. 
Johnson probably would “go along” with the $1.25 
figure, but without broadened coverage. 


PUBLICITY, life-blood of commerce—and the political 
candidate—now frets the really inside personalities 
of the Democratic Party, many of whom prefer Sen- 
ate Majority Leader Lyndon Johnson, with Adlai 
Stevenson the “final’ compromise among the five 
candidates. Kennedy (Mass.) and Humphrey 
(Wis.), through their sensational State primary 
campaigns, are getting “too much front-page space,” 
according to speaker Rayburn, who supports John- 
son. 


QUOTE: “There is a limit beyond which the American 
taxpayer cannot be taken. If the strength and in- 
tegrity of the American dollar is not maintained, we 
shall not meet our commitments at home or abroad.” 
(Sen. Harry F. Byrd (D., Va.), Chairman of the 
Senate Committee on Finance. 
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revealed here this past week as The American 
Hospital Association (AHA) prepared to 
Salute National Hospital Week from May 8 to 
14. AHA records reveal that since 1946 
annual admissions to hospitals have moved 
up over 50 percent ; number of employees have 
increased more than 75 percent; that 
expenditures by the hospitals have more than 
trebled, but hospital revenues have not 
kept abreast. 

The operating—cost revenue disparity is 
accounted for by fact that Physicians are 
more inclined to send patients to hospitals, 
while millions carrying relatively low cost 
hospitalization insurance, readily turn to 
the hospital at the slightest symptom of 
physical disorder. Adda potential 15 
million to those now unnecessarily running 
to the hospitals and you readily See that 
hospital beds are millions short of the 
requirements certain to arise under any 
"free" government plan. In short, the money 
and the hospital beds are not in sight. 
Direct hospital patient care is not subject 
to the economies which can be affected by 
automation. 


Civil Rights Bill Hits Organized Labor, and 
George Meany, AFL—CIO "prexy," is upset. 
In addition to giving the southern Negro 
heretofore denied voting rights, the’measure 
definitely curbs organized labor's power to 
thumb it's nose at the Court's which would 
stem Labor's contempt of general rights, 
and at the same time compel the unioneers to 
respect civil rights of the majority. 
Meany's "beef" is that labor unions chosing 
to ignore Court orders against strikes, 
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De Gaulle’s Washington Talks With Eisenhower — More fruitful 
than the Eisenhower—Khrushchev conversations. This is top 
opinion from State Department, Capitol Hill Foreign 
Relations groups, and the White House itself. The Red 
dictotar mellowed, or seemed to, in his Berlin demands, 
while the French President gave our President unequivocal 
support in the U. S. position that West Berlin must remain 
completely free. There was one point of friction— 
French development and experimentation with the atomic 
bomb. This however, was smoothed out when De Gaulle 
effectively pointed up that France was still in its atomic 
"infancy," and that Red China, still an "unestimated 
quantity” in World peace, would soon have the dread weapon, 
would not hesitate to use it. Not yet published, but 
soon to be in the open, is Russia's mounting fear of its 
yellow neighbor to the East. 


Congress Mulls Over Hospital Care For Social Security Retirees in 
face of a definitely known hospital shortage. 


This was 


mass picketing and other harassing tactics, 
can be hauled into court for criminal 
contempt of binding Court orders. In brief, 
Meany wants everyone but unions subject to 
contempt of court action if they impede or 
delay a Court order. Specifically, the AFL-— 
CIO big-—wig hits at the Lausche amendment 
which gives statutory authority to Federal 
District Attorneys to compel compliance by 
the unions with Court orders. 


Pay Hike For Federal Employees, An election 
year "necessity," seems to be in trouble. 
Budget Director Maurice H. Stans' recent 
assault on proposed hikes of 10% or more 
for 1.5 million classified and postal workers 
as "fiscal irresponsibility and wasteful 
government that can't be defended" has had 
a sobering effect on spend—happy Members of 
Songress. As previously reported here, the 
President would certainly veto (with 
excellent chances of being sustained) 
anything over 5%. Classification-—for— 
classification, Federal pay scales in all 
areas (science and engineering excepted) 
are superior to those of private industry. 
This last, pay for the scientists and 
engineers, is an increasingly grave problem 
for Defense agencies, especially Naval 
Research, and National Aeronautics and Space 
Administration (NASA), but the White House 
will have to “bear down" to get needed 
hikes. There will be no "trading," however 
such as a 10% general raise in return for 
substantial engineering and scientific pay 


increases. 
Alaska, May Garner Nearly One Billion Dollars 
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By Mid-September. This is the cherished hope of 
Public Relations men of our farthest North 
State, supported in part by the American 
Automobile Association and the Bureau of 
Public Roads, an agency of the Department 
of Commerce, both of which predict 
"unprecedented" travel to "Seward's Folly." 
The tourists, going mostly “for the ride," 
will utilize the Alcan Highway, now in pretty 
good shape, according to BPR. Others, 
including American businessmen, mineral 
and oil prospectors, will resort to faster 
air travel. All, however, will be looking 
for new opportunities__all will drop their 
dollars for food, lodging, entertainment, 
etc., and that, according to reliable 
estimates, will enrich Alaska's coffers by 
no less than $1 billion. 

In the meanwhile, Japanese businessmen, 
timber experts, etc., have been 
in Alaska for months, seeking out 
opportunities which can be exploited with 
low—cost Japanese labor. Included in their 
plans are development of gold, oil and 
timber__with emphasis on the yellow metal 
and "black gold" (oil). It is the considered 
opinion of Washington figures that we are 
Still too neglectful of Alaska and its 
riches. In the offing, but not yet 
solidified, a concentrated advertising 
program, by some Federal agency to "sell" 
Alaska to continental U. S. investors and 
those corporations with power (and cash) 
to go in and do a first—class job of natural 
resources development, perhaps with some 
Federal subsidy aid. Not yet announced will 
be Bituminous Coal's opposition to any 
Federal grants in aid of Alaskan oil 
exploration and development. 


Lack Of GOP Presidential Contest Proves 
Embarrassing; So much so that many Capitol Hill 
figures, running in Republican primaries 
between now and convention time, are 
circularizing their constituencies, urging 
special effort to go to the polls to vote 
for Veep Nixon in the primary, even though 
he has no opponent on the ballot. This, 
according to the writers, will overcome 
lethargy, gain publicity for the Party, and 
put the daily press on notice that the 
Republicans have a candidate too__that the 
presently front—running Democrats are not 
the only White House aspirants. 


Southern Racial Disturbances Cause White House 
Uneasiness. Perhaps "disturbances" is the 
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wrong word for the reason that Negro sit— 
downs in public lunchrooms, libraries, etc., 
have brought no real violence, but it 
remains that top Washington figures consider 
serious rioting to be not far away if the 
issue continues to be forced forward. 
Himself a Southerner, Eisenhower is aware 


of Dixie's feelings inthe dispute (privately 


has considerable respect for it insofar as 
private business is concerned). As long ago 
as 1949 the President, then President of 
Columbia University, cast doubts upon the 
efficacy of racial integration in the 
Armed Forces. Testifying before the Senate 
Armed Forces Committee, Mr. Eisenhower 
expressed the view that integration would 
not be workable. He has since changed his 
views insofar as the military establishment 
is concerned, but he is not yet ready to "go 
along" with universal racial mixing in 
areas where it is still socially objection-— 
able. The Supreme Court has ruled that 
segregation in the public schools is 
unconstitutional, but it yet has to rule on 
segregation in the lunch rooms. Until such 
ruling, the White House would be grateful 
to the Negro organizations if they refrained 
from further agitation. 


Off-Shore Oil Drilling And Exploration Not 
Profitable but will continue. This according 
to Dept. of Interior, and several companies 
now engaged in such operations. Experts— 
government and private industry__still 
believe the so-called Continental Shelf, has 
great petroleum possibilities. Drilling and 
exploration will be carried forward, 
particularly in Gulf Coast areas. Recent 
speculation that the Atlantic Coast, from 
Jersey to Florida, has oil potentials 
is discounted almost 100% by hard—boiled 
oil men who ask, "Why go into totally 
unproven areas when the Gulf Coast, adjacent 
to many oil fields of the mainland, have thus 
far been unprofitable?" 


Newspaper Editors In Public Poll Count Rockefeller 
“Out” but private poll reveals a different 
picture. At alate April meet in Washington, 
the Editors, by 79-0, gave Nixon the No. l 
GOP position. Privately (Some not publicly 
polled), the editors went 53 Nixon, 42 
Rockefeller. On the Democratic "Side of the 
aisle," the news chieftains went 46 for 
Stevenson, with 42 divided among Lyndon 
Johnson (Texas), Kennedy (Mass.), Symington 
(Mo.) and Humphrey (Minn.), in that order. 
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PROFIT POTENTIALS 


IN ASBESTOS 
Under World-Wide Expansion 





By W. E. GREENING 


& Expanding multitudinous uses for this non-inflammable—indestructible— 
and decay-resistant product 


including rockets spark lively 


> The commercial deposits in Canada—Southern Rhodesia—Union of South 
Africa—the Ural Mountains of the Soviet Union 

> American—British—and other competing foreign companies involved— 
factor of new Russian exploitation on market 


N the demand that has been created for non-in- 

flammable products, attention has been focused 
on the use of asbestos, not only for many industrial 
products, but for missiles and rockets. This growing 
interest has spurred a search for new deposits to 
meet the expanding commercial demands for this 
product—and in this important story we cover the 
deposits around the world—and the various Ameri- 
can and foreign companies that are the leaders in 
the field in a vertical operation that includes both 
mining and manufacturing. 

Asbestos is a group of minerals, the crystalline 
fibrous structure of which, combined with other 
special qualities gives it an appearance which differ- 
entiates it from any other mineral. Of the many 
varieties of asbestos which occur in almost every 
country on the earth’s surface, the chief ones which 
have any commercial or industrial importance are 
chrysotile and amosite and crocidolite, both of 
which have long fibres. These long fibred varieties 
of asbestos can be woven and spun. They are non 
inflammable and indestructible, can resist decay, 
and are not conductors of heat and electricity. 

These qualities have given these varieties of as- 
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bestos a very wide range of applications in modern 
industry, with present day industrial uses running 
into the hundreds. But their widest and most im- 
portant applications have been in the automobile 
industry and in building and construction, especial- 
ly for fireproofing and as a form of insulation 
against heat. 

Some long fibred varieties of asbestos are spun 
and woven into textiles and are used in the manu- 
facture of asbestos cloth. This has many different 
uses including the making of theatre and fireprooi 
theatre curtains and scenic draperies and for many 
types of safety clothing as well as in the manu- 
tacture of string asbestos paper, coring for elec- 
trical wiring and in the making of various types of 
friction materials and of brake linings for automo- 
biles. 

Non-spun and shorter fibred types of asbestos 
are used in the manufacture of heat insulating ma- 
terials of many types including pipe covering, many 
household items and in the manufacture of floor 
tiles, etc. Asbestos cement is used extensively in the 
construction of traverse water and sewer piping 
because of its superiority in many respects to cast 
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iron pine. Asbestos is also used in the manufacture 
of fireproof paints, plastic floor tiles and asphalt 
roof coatings. 


Where It Is Found 


But while deposits of asbestos are common in 
almost every region of the globe, the only reserves 
which are large enough for commercial exploitation 
are located in the province of Quebec in Eastern 
Canada, in Southern Rhodesia, in the Union of 
South Africa and in the region of the Ural Moun- 
tains in the Soviet Union. 

The only deposits of any commercial importance 
within the boundaries of the continental United 
States are located in Northern Vermont close to the 
Canadian boundary, and since these are small, 
Americal industries are almost totally dependent 
upon foreign sources of supply mostly in Canada 
for this material. 

In Canada and also to a large extent in Europe 
and Africa, the majority of the firms which mine 
the raw material also fabricate the finished asbestos 
products. The supplies of asbestos which they do 
not use in their own manufacturing operations, 
they sell on the open market. The majority of the 
asbestos mining firms which operate in the province 
of Quebec, including Johns-Manville, are organized 
on this basis. 


Johns-Manville The Leader 


The mines in Quebec are mostly located in a belt 
about seventy miles long which runs through an 
area to the south and the east of the Saint Lawrence 
River and Quebec City. Of these properties, much 
the most important is the American controlled Johns- 
Manville Corporation, the largest asbestos mining cor- 
poration and manufacturer of asbestos products in 
the world. 

It operates the biggest asbestos mine on the face 
of the globe at Jeffery, near Asbestos, Quebec, 
about eighty miles east of Montreal. By far the 
greater proportion of the output of this mine goes 
to supply the chain of asbestos manufacturing 
plants of Johns-Manville in Canada and the United 
States. The remainder go on the markets of over 
seventy countries in various regions of the globe. 


Other Companies 


Second in size in this region of Canada are the 
mines of the Asbestos Corporation which are located 
near Thetford Mines Quebec and have a yearly 
capacity of 16,000 tons. This is a Canadian con- 
trolled company which is engaged solely in the 
mining of asbestos and which markets the bulk of 
its output in the United States, the United Kingdom 
and certain Western European countries with some 
shipments to Latin America and the Near East. 

Then come a series of smaller mining companies 
in this region with productive capacities ranging 
between 3,000 and 6,000 tons. These include the Bell 
Asbestos Mine which is a subsidiary of the English 
firm of Turner and Newhall; Carey Canadian 
Mines, a subsidiary of the Phillip Carey Manufac- 
turing Company of Lockland, Ohio; National Asbes- 
tos, a subsidiary of the National Gypsum Co. of Ca- 
nada and Lake Asbestos, a subsidiary of the America! 
Smelting and Refining Co. in New York City. 
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It will be seen that the majority of these firms 
are organized as mines and manufacturers and that 
they are subsidiaries of parent asbestos manufactur- 
ing firms in the United States. National Asbestos 
and Lake Asbestos have only come into production 
during the last two years and they have considerably 
increased the productive capacity of the Canadian 
branch of the industry. 


New Production Under Development 


In addition, several new important asbestos mines 
have recently come into production in other regions 
of Canada. 

> Johns-Manville operates the Munro Mine at 
Matheson, about three hundred miles north of 
Toronto in Northern Ontario. 

> In the remote mountainous wilderness of north- 
western British Columbia close to the Pacific Coast, 
the Cassiar Asbestos Mines have come into opera- 
tion during the past few years. This property, whose 
output has increased since 1956, is controlled by the 
British Turner and Newhall group, by the Newmount 
Mining Co. and by the Raybestos Manhattan Corpora- 
tion of New York City. 


New Discoveries 


Also, during the past five years, promising high 
grade asbestos reserves have been located on the 
Burlington Peninsula on the east coast of New- 
foundland. A two-year exploration and development 
program is being carried on here by the Johns- 
Manville Corporation, the Patino Mining Corporation of 
Canada, and a Belgian Corporation, La Financiere 
Belge de Il’Asbestos. Very large and commercially 
exploitable reserves of asbestos have also been re- 
cently found in the Ungava region of Far Northern 
Quebec and this region may emerge as an important 
asbestos producer during the next two decades. 


The Markets For Asbestos 


Over ninety per cent of the asbestos mined in 
Canada is exported. Of this output sixty-seven per 
cent was exported to the United States in 1959 and 
about twenty per cent to the United Kingdom. Most 
of the remainder goes to markets on the continent 
of Europe, in Latin America and in the Far East. 
But during recent years dollar exchange difficulties 
have cut the volume of Canadian exports to some 
of these areas. 


New African Competition 


For many years, until the decade of the nineteen 
twenties, Canadian asbestos mines enjoyed an al- 
most complete monopoly of world markets for this 
product, but during the past two decades, important 
new sources of supply have been opened up chiefly 
on the continent of Africa. Ever since 1945, the new 
chrysotile, amosite, and crocidolite mines in the 
Union of South Africa and in Southern Rhodesia 
have been giving Canadian asbestos exports in- 
creasing competition in the markets of the United 
Kingdom and Western Europe. Canada to-day has 
about sixty per cent of world asbestos markets. 

The most important producer in the Southern 
Rhodesia fields in the British firm of Turner and 
Newhall which, like Johns-Manville, is world wide in 
operations and is organized on a vertical basis (both 
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mining and manufacturing). This corporation at 
the present time, controls a very large percentage 
of the total output of the asbestos mines in this 
region of Africa, although Johns-Manville has re- 
‘ently begun to get a footing in this region through 
the purchase of mines there in 1952, 


Turner and Newhall operates a chain of asbestos 
yroducts manufacturing plants in the United King- 
liom, including the Turner Asbestos Textile Co., 
he Insulation Co. and Asbestos Cement Co. 

It also has a fairly powerful position in the 
American market through its control of the firm of 
<easby and Matheson in the United States. The cor- 
oration has an established chain of plants in this 
ountry which manufacture a 


Leading the World 

The world leader in this industry is, of course, 
the Johns-Manville Corporation of New York City 
which controls a large percentage of North Ameri- 
can markets both for the raw asbestos and for many 
types of asbestos products. ® Johns-Manville oper- 
ates thirty plants for the manufacture of a wide 
range of asbestos products within the boundaries of 
the continental United States, ®two in Canada, 
®& one in the United Kingdom, ®& one in Belgium 
and one in Mexico. 

Its range of products is far too wide to be de- 
scribed in detail in the course of a short article. 
But it includes many types of asbestos textiles and 
asbestos roofing, industrial fiber glass, fiber glass 

textiles, mineral and rock wall 











vide variety of asbestos prod- SS 
icts including various types | Earnings and 
which are used for roofing and 
isbestos cement. 
important Asbestos Finds 

of the Union of South Africa _ 

In some of the states of th« Net Earnings 
Union of South Africa, many 1950 $22,800,000 
new important asbestos pro- 1955 $23,500,000 
perties have been opened up ee 6 eeantoee 
during the past twenty years 
and this country has attained 1957 = $17,800,000 
an increasingly important posi- 1958 $23,400,000 
tion in the world asbestos pic- 1959 $31-600,000 
ture. And, as in the case of 
Southern Rhodesia to the 
north, the majority of these 
reserves are under the control tet Garnings 
of a single British corporation, — onnen.ven 
the Cape Asbestos Corporation. 

In most years the greater part 1956 $5,063,121 
of this South African produc- 1957 $5,223,191 
tion goes to the United King- 1958 $4,134,769 
dom, with some to the United 1959 $3.057,379 
States and to European coun- - a 


Leading Asbestos Producers 


JOHNS-MANVILLE CORPORATION 


ASBESTOS CORPORATION LTD. 


insulation materials, transite 
(asbestos cement pipe), auto- 
mobile and industrial brake 
linings, and other friction ma- 
terials, and many other prod- 


Dividends of 


Dividends Earnings ucts. 

pershare _ per share J-M’‘s Strategic Position 
te ree & Johns-Manville made an 
sani eens important strategic move in 
$2.25 $3.79 1958 by acquiring control of 
$2.00 $2.48 the 1.0.F. Glass Fibre Corporation, 
$2.00 $2.83 one of the major fibre glass 
ans wre manufacturing glass firms in 


the United States with a string 
of plants extending from coast 
to coast. Fibre glass has many 


Dividends Earnings 

pershare per share industrial uses in reinforced 
$1.60 $2.79 plastics, in thermal and acous- 
$1.60 $2.81 tical insulation and fibre glass 
$1.75 $2.90 textiles are used for plastic re- 
$1.75 $2.29 inforcements, paper reinforce- 
$1.40 $1.69 ments and many other indus- 





trial purposes as well as in 





tries. 
Soviet Union Enters the Scene 

During the past few years, the Soviet Union has 
become an important competitor in the markets ol 
some of the countries of Western Europe. Ever 
since 1957, in accordance with its present trade 
policies, the Soviet Union has been dumping low 
price asbestos on world markets through the medium 
of bilateral trade agreements with some European 
nations such as France, West Germany, Belgium 
and Austria, and Canadian export trade to this 
region has been affected by the situation. Although 
Russian official statistics are notoriously suspect, 
Russian asbestos production is reported to have in- 
creased over fifty per cent during the past five years, 
reaching a total of 550,000 tons in 1959. 

During the same period, South African produc- 
tion increased by over sixty per cent to reach a 
figure of 157,000 tons in 1959 and during the same 
period production in Southern Rhodesia almost 
doubled, reaching a peak of about 130,000 tons in 
the same year. 
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decorative fabrics. 
The Competing Companies 


Among the chief competitors of Johns-Manville 
in the asbestos products field in the United States 
are the Philip Carey Corporation of Lockland, Ohio, 
which manufactures a wide variety of building prod- 
ucts including asbestos cement, wallboard, rock 
wool, insulating materials, etc; B® the Raybestos 
Manhattan Corporation which specializes in rubber 
and asbestos products; ® the Flintkete Corporation of 
New York also has a number of asbestos spun 
products and various types of asbestos and con- 
struction products among its very wide range of 
lines, which are sold to a variety of customers and 
governie ntal agencies. All of these corporations ob- 
tain the bulk of their raw materials from mines 
which they themselves control in Canada. 


Expanding Demand and Setbacks 
During the middle period of the nineteen fifties, 
because of the rapidly increasing demands for this 
unique mineral, world asbestos production figures 
shot upwards rapidly (Please turn to page 228) 
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NEW TRENDS EMERGING 
IN THE STEEL INDUSTRY 


By THOMAS E. McGINTY 


Repercussions of the Steel Wage Settlement . . 


trends — 1960 and beyond 


. prediction of price 


New technological advances to improve declining labor produc- 
tivity — research activities — profitable innovation of new oxy- 


gen method. 


. is blast furnace now out-moded? 
PSpeedier rolling equipment — 


new cost-cutting electrolytic tin- 


ning process — new light weight tin to slow down inroads of 
aluminum — extent of automation possible today 

Growing strength of foreign steel industry — new competition in 
all areas of American production — even specialties 

Position of the individual companies through 1960 into 1961 — 
— and earnings-dividend outlook 


HE year 1959 may well be regarded by many 
in the future as a milestone for the steel 
industry, not because it marked the industry’s long- 
est postwar strike —116 days—nor because the 
Taft Hartley Act was successfully invoked in the 
industry for the first time, but mainly because the 
principles involved and their resolution may well 
have a profound effect on the future of the in- 
dustry. 
The demand for steel is inelastic — changes in 
its price do not necessarily result in a corresponding 
change in its demand. The managers of the industry 
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relied on this economic fact when, during the period 
1946-1959, they granted 14 separate wage increases 
that were shortly followed by higher prices. Dur- 
ing this period, there was little stimulus to resist 
inflationary demands of labor; foreign competition 
was of no consequence, and competition from other 
metals was negligible. By 1959, however, condi- 
tions had changed drastically; the European and 
Japanese steel industries had been completely re- 
built following the war and with their low labor 
costs and efficient productive capacity, could deliver 
steel into the United States at prices well below 
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Comparative Earnings and Dividend Records of Leading Steel Companies 





Earnings Per Share 


Cash Earn. 
1958 1959 Per Share 

1959 
BO IID oeictcssccnsnecesescine $1.88 $1.17 $2.56 
Allengheny Ludium Steel 1.52 2.92 4.65 
Armco Steel ......... 3.89 5.21 7.77 
Bethlehem Steel .. 2.91 2.44 4.20 
Carpenter Steel ...... ian: ae 2.50! 3.73! 
Colorado Fuel & Iron ....... — ae 1.04 4.56 
Copperweld Steel . . 176 5.00 7.66 
Crucible Steel .................... 1.13 1.50 3.96 
Detrele Soeel Corp .........20-.00-cceseecseseee 31 3.90 5.41 
Eastern Stainless Steel ..... . oe | 2.18 3.00 
Granite City Stee! .... 2.18 3.76 5.31 
Inland Steel _......... 2.77 2.77 4.65 
Interlake Iron Corp. ... 1.26 3.25 5.83 
Jones & Laughlin Steel ..... 2.79 3.58 9.89 
Keystone Steel & Wire ... 3.19! 4.84! 6.44! 
Lukens Steel Co. .. 4.38 4.39% 7.93% 
National Steel . .. . 4.80 7.28 12.13 
Pittsburgh Steel . 41.37 41.45 4.46 
Republic Steel .... , a 3.43 5.64 
I IIIT cncicsnsienos eomevets a .20 1.94 5.37 
United States Steel ...... 5.13 4.25 7.95 
Universal Cyclops Steel .................... 2.04 5.24 7.85 
Wheeling Steel .......... 3.69 2.53 10.36 
Youngstown Sheet & Tube .. 6.23 8.90 15.56 





Ist Quarter 


Dividends Per Share 


Earnings Per Share Indicated Recent Div. Price Range 
1959 1960 1959 1960 Yield 1959-60 
$ .67 $ 72 $1.15 $1.20 25 4.8% 34%8- 25 
1.18 N.A. 2.00 2.00 39 5.1 6034- 38'2 
1.43 1.62 3.00 3.00 60 5.0 80'2- 592 
1.06 1.10 2.40 2.40 44 5.4 59'8- 43'2 
53° 2.36" 1.50 1.70 41 4.1 62 - 36 
1.30 2a 5 % 22 35%s- 22 
1.32 1.18 2.00 2.00 40 5.0 55 - 39% 
90 67 .80 .80 21 3.8 3234- 21 
83 1.207 1.12 1.25 18 6.9 27\4- 15% 
47 54 82 .90 20 45 317%8- 1934 
81 1.01 1.05 1.40 31 4.5 415s- 28 
1.00 1.07 1.53 1.60 40 4.0 55 - 39% 
94 .83 1.40 1.60 26 6.1 34'4- 25 
1.97 2.22 2.50 2.50 63 3.9 8934- 5934 
1.80- 2.28" 2.00 2.00 40 5.0 54'2- 3934 
1.064 2.434 1.00 2.00 66 3.0 10434- 644 
2.20 2.35 3.00 3.00 74 4.0 98'2- 74 
.66 1.16 16 2834- 1534 
1.71 1.80 3.00 3.00 59 5.0 8134- 59 
54 N.A. 1.00 1.00 32 3.1 49 - 31's 
1.86 1.97 3.00 3.00 77 3.8 1087s- 76'2 
1.24 1.21 1.00° 1.20° 35 3.4 53'2- 34'4 
2.08 2.207 2.25 3.00 48 6.2 66’s- 47 
3.33 3.70 5.00 5.00 103 48 148 -102'. 








d— Deficit. *—6 months ended 12/31/58 and 1959. >Paid 6% stock in 1959; and 4% stock 
N.A.—Not available at time of going to press. “*——Includes special credit of $1.67 a shave. thus far in 1960 
1__Year ended June 30. 412 weeks ended 3/28/59 and 3/26/60. 6_Plus stock. 
7 Estimated. 
Acme Steel: Recently completed oxygen facilities coupled with new ex- Jones & Laughlin: Benefits of recent expansion likely to be evident in 


pansion should mitigate historical profit fluctuations while enlarging 
profit base. Bl 

Alieghency Ludlum: Reduced demand for stainless steel, has restrained 
earnings in recent years, but 1960 should see reversal in trend. Active 
research provides above-average gowth. B1 

Armco Steel: Ranks among most aggressive in the steel industry. Strong 
demand for its light rolled products promises above-average 1960 oper 
ating levels and profit recovery. 

Bethlehem Steel: Improved steel operations in store as capital spending 
accelerates and, despite dilution by shipbuilding, 1960 earnings could 
reach $4.50 per share. Senior financing likely in 1960. A3 

Carpenter Steel: Improved operations by New England division and good 
demand for specialties points to further sales and earnings gains this 
year. Ample dividend coverage. BI 

Colorade Fuel & Iron: First quarter results hurt by bad weather, but 
good recovery expected for balance of year could lift profits to $3.50 


per share. Cash needs may temporarily preclude return to cash divi- 
dend. C3 

Copperweld Steel: Continued expansion should improve profit margins 
while introduction of new products provide an avenue for important 
future growth. Profits should match record $5 per share in 1959. B2 
Crucible Steel: Expansion and modernizction hurting current earnings 


although setting stage for future improvement. Profits in 1960 likely to 
be no better than strike-depressed 1959. C4 


Detroit Steel: Merger with Portsmouth Steel bolstering finances for cur- 


rent expansion, stressing oxygen. Unaffected by industrywide, thus 
profits not likely to match 1959 levels. C4 
Eastern Stainless: Rising costs without compensating price relief tem- 


porerily squeezing profit margins, but modest profit improvement can 
be made in 1960. C4 

Granite City Steel: Strong market and diversified product mix point to 
further profit gains in 1960, despite high operating rate of 1959. Ex- 
pansion, nearing completion, promises further cost controls. B2 
Inland Steel: Strong market consistently provides higher than average 
operating levels. Earnings in 1960 could reach record $3.75 a share 
Competition growing in Chicago area. Al 

Interlake Iron: Prospects of record industry steel output enhance pros- 
pects for this independent pig iron producer. Long range threat posed 
by aluminum engine for autos. Regular 35 cent quarterly dividend could 
be augmented by larger year-end payment in 1960. B3 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—-Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 4 


share. Further benefits to 


1960 when profits could exceed $6.50 per 
accrue from added oxygen capacity. 81 


industrial and agricultural 
Dividend coverage ample 


Keystone Steel & Wire: Growing market for 
wire products partly offset by rising imports 
B 


to find in 
Expansion 


Lukens Steel: This important plate specialty producer likely 
creased competition from major producers and rising imports 
fluctuations 


and modernization help smooth past sales and profit but 
business characteristically cyclical. Bl 
National Steel: With emphasis on light rolled products tinplate and 


galvanized items, 1960 earnings could reach $8 per share versus $7.28 


when only partly affected by strike. Candidate for stock split and 
higher dividend 1 

Pittsburgh Steel: Important capita! spending in recent years has failed 
to lift company out of marginal status. Improved product mix and 


better control of labor costs bolster Common divi 


dends stil] not in sight. Cl 


long-pull prospects 


Republic Steel: Continued expansion augurs well for long term outlook 
but may require some financing in 1960. lLmportant suppliers to auto 
motive trade could double 1960 profits over 1959. Capital needs putting 
temporary lid on higher dividends. B1 


long term 


of steel strip. Al 


facilities 
producer 


Sharon Steel: Capital expansion in sheet 
benefits, but company remains a marginal 
ways a merger candidate. C3 


promise 


U. S. Steel: Industry leader and its most efficient producer could show 
profits approaching $7.25 in 1960. Large capital spending stressing cost 
control. Candidate for stock split and higher dividends late in 1960. Al 


Universal Cyclops: A broadened product base and modernized facilities 
should carry earnings gains through 1960. Growth potentials in special 
ty items. C3 


Wheeling Steel: Important items 
wide use. Operations, likely to be above industry 
foreshadow important profit gain. Dividend, increased in 


be raised again this year. Cl 


finding 
1960 
could 


producer of galvanized now 
average in 


1959 


Youngstown Sheet & Tube: Denial of Bethlehem merger requiring ac 
celeration of capital spending. Considerable operating leverage could 
help boost profits to $13.50 in 1960. Dividend increase likely following 
3-for-1 stock split later this year. 81 


3—Earnings up from lows. 
Lower earnings trend. 
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those of domestic producers. As a result, steel im- 
ports in 1959 reached a record 4.4 million tons, more 
than double the previous peak. Partly, this reflect- 
ed the strike, but even if this had not been a factor, 
imports, nevertheless, would have been at record 
levels. Too, had there not been a significant revival 
in business in Europe, these imports would have 
most likely been still greater. More importantly, 
steel imports exceeded exports for the first time 
in history, even excluding the vast quantities of 
steel imported in the form of finished products, 
particularly foreign cars. The level of imports in 
themselves is not disastrous, but the trend is in- 
creasingly alarming to domestic producers. 

Coupled with the foreign competition was the 
evidence of increasing inroads being made into steel 
markets by aluminum, plastics and many other 
potential substitutes. Aluminum, plastics and paper 
are making inroads in the packaging field in compe- 
tition with “tin” cans; aluminum has proved it can 
be used importantly in the construction field, his- 
torically a market for about 20 per cent of all steel 
consumed; the transportation industry has been 
successfully invaded by aluminum through alumi- 
num engines in automobiles, aluminum containers 
for railroad “piggy-back” operations, aluminum 
railroad cars and truck trailers, and many other 
applications too numerous to mention here. 

These were but some of the problems facing the 
steel company managements when they announced 
that the steel negotiations in 1959 must result in a 
non-inflationary settlement. Such a settlement, al- 
though somewhat better than others reached in the 
postwar period, was not what they received. The 
actual dollar terms are a matter of record, and steel 
industry officials estimate that the actual costs were 
probably in the neighboorhood of $13.50 per ton, 
over 30 months. 


The Outlook For Steel Prices 


Normally, in light of the wage increases granted, 
steel consumers would have expected price increases 
immediately. Such was not to be the case. In the 
first place, the industry throughout the negotiations, 
had stressed the problem of inflation, and an im- 
mediate price rise would have been a contradic- 
tion of this principle. Secondly, a union-manage- 
ment team is studying the problem of increasing 
efficiency, with their report due in November. It 
would be unwise to raise prices until this report is 
in. Thirdly, and perhaps most importantly, is the 
threat of even higher foreign imports and addition- 
al substitution by other materials as steel prices 
rise further. 

The first quarter reports of the steel companies, 
now being released, are laying the groundwork for 
a modest price increase late in 1960 or early in 1961 
when the first hourly increases in the new contracts 
are made. The initial increase is likely to be small, 
perhaps on the order of $5 per ton. Additional in- 
creases of similar amounts may be expected in 1961 
and 1962 to recover the costs of the current wage 
contracts. 

Beyond this period, it is impossible to forecast 
with certainty the trend of prices, but it appears 
evident that the days when the industry was able 
to pass on to consumers the full costs of higher 
wages is close to its end. 
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—_—_———— — 
Comprehensive Statistics Comparing 
Allegheny 
Figures are in million dollars Ludium Armco 
except where otherwise stated. Steel Steel 
CAPITALIZATION: 
Long Term Debt (Stated Value) ...............0000.0000.. $ 44.0 $ 1746 
Preferred Stock (Stated Value) ................0000000.. — -- 
No. of Common Shares Outstanding (000) ...... 3,869 14,795 
IIIS sishsslbocahernseoDbnadaeseitedbiseniusbansintanaseceis $ 47.9 $ 322.5 
EERIE REE Ears exeretine steele er meen $ 105.3 $ 522.5 
INCOME ACCOUNT: Fiscal Year Ended ........... 12/31/59 12/31/59 
I catia sstsi si inch ionbdalascbetdecpedtiaciiaaniains $ 230.6 $1,022.4 
Deprec., Depletion, Amort., etc. ...... $ 8.5 $ 369 
I alii sanesiceisoneetineinonn $ 11.9 $ 75.8 
I III HII cs cccsncsessccnusnacinsssecnecconcnnesines $ 1.5 $ 5.9 
I I i acltatincesiseinininscinanstanioaiin $ 11.3 $ 77.0 
Operating Margin 10.7% 13.4% 
Net Profit Margin 4.9% 7.5% 
Percent Earned on Invested Capital 10.3% 11.5% 
Earned per Common Share ..................-. 2.92 $ 5.21 
Cash Earnings Per Share ................cc:ccccessceeeeeees 4.65 $ 7.77 
BALANCE SHEET: Fiscal Year Ended ................. 12/31/59 12/31/59 
Cash and Marketable Securities ........................ $ 30.7 $ 184.3 
Inventories, Net $ 229.7 
Receivables, Net $ 119.9 
Current Assets ............ $ 533.9 
IIIS sein cesteddspeniateneinatornnonconeniitis $ 146.6 
I canst snter ecemanactnrenibesemnncinie $ 387.3 
Current Ratio (C. A. to C. L.) .... 3.6 
NIN II TIED os ccscnconeconvsnsnncareeasese $ 376.7 
I sania cniastin sn eineesacenieesdciaticabumiestandiesila $1,021.6 
Re MRI BR IID: scasinctnssemnssscorsnseenesnseeionnainns $ 12.45 
Inventories as Percent of Sales : 22.4% 
Inventories as % of Current Assets ................-.. 50.7% 43.0% 
*—Statistics on other leading comp have not been included 
because balance sheet figures have not been released yet. 




















Even if prices were to level out or at best rise at 
a more moderate pace, the industry has several ways 
in which it might improve profit margins. The 
first and perhaps the most difficult is to raise pro- 
ductivity in the industry. The second is the develop- 
ment of new methods and processes which in them- 
selves will reduce costs. Also, there is room for up- 
grading raw materials and thereby lowering costs. 

Increasing The Productivity of Labor 


The subject of productivity of labor is highly 
debatable and the results of productivity reports 
often is subject to wide criticism. The discussion 
of productivity in the steel industry here will be 
confined mainly to the trends of employment costs 
relative to sales and steel shipments, although it is 
recognized that this is productivity in a narrow 
sense. 

For the steel industry generally, production is 
increased largely by investment in new and more 
efficient equipment. In the period 1946-1959, the in- 
dustry spent more than $12 billion for new plant, 
equipment and raw material sources and for the 
replacement of obsolete facilities. In 1960, these out- 
lays are expected to exceed $1.6 billion. 

These sizable outlays, however, have failed to 
bring about any reductions relative to the most 
important yardstick used here, employment costs 
per ton of steel shipped. For example, employment 
costs in 1949, only a decade ago, were equal to 35 
cents of every sales dollar for the industry. In 
1959, these costs took 36.5 cents of the sales dollar. 
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the Position of Leading Steel Companies * 


Bethle- Colorado Crucible 
hem Fuel & Steel Co. Inland Jones & 
Steel Iron of Amer. Steel Laughlin 
149.5 $ 78.3 $ 20.5 $ 215.4 $ 149.2 
5 93.4 $ 82 9.9 -—- $ 293 
45,455 3,739 3,865 17,444 7,834 
5 797.4 $ 105.2 $ 78.9 $ 332.5 $ 257.1 
5 994.3 $ 122.4 $ 746 $ 345.1 $ 417.5 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$2,055.7 $ 280.2 $ 219.2 $ 705.0 $ 765.6 
$ 97.5 $ 12.7 $ 9.2 $ 35.2 $ 48.0 
$ 123.0 $ 37 $ 49 $ 39.1 $ 2746 
$ 42 $ 38 $ 8 $ 8.1 $ 55 
$ 110.7 $ 3.9 $ 58 $ 48.3 $ 28.0 
11.9% 4.3% 5.6% 11.9% 7.6% 
5.7% 1.5% 2.8% 6.8% 3.8% 
7.1% 2.9% 4.5% 10.4% 5.6% 
$ 2.44 $ 1.04 $ 1.50 $ 2.77 $ 3.58 
$ 4.20 $ 64.56 $ 3.% $ 4.65 $ 9.89 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 485.8 $ 2546 $ 12.4 $ 62.8 $ 85.3 
$ 419.4 $ 73.6 $ 60.4 $ 127.4 $ 112.6 
$ 208.0 $ 29.2 $ 19.4 $ 5846 $ 79.0 
$1,118.3 $ 128.5 $ 93.2 $ 248.9 $ 277.0 
$ 393.2 $ 39.0 $ 316 $ 91.7 $ 107.7 
$ 725.1 $ 89.5 $ 61.6 $ 157.2 $ 167.3 
2.9 3.2 3.0 2.7 2.5 
$ 908.7 $ 132.9 $ 79.4 $ 504.2 $ 516.4 
$2,269.3 $ 293.2 $ 187.5 $ 778.2 $ 812.3 
$ 10.70 $ 6.86 $ 3.21 $ 3.60 $ 10.89 
5.7% 26.2% 27.6% 18.0% 14.7% 
37.4% 57.3% 64.9% 51.2% 40.6% 





Youngs- 
town 
National Republic U. S. Wheeling Sheet 
Steel Steel Steel Steel & Tube 
| 
$ 191.3 $ 948 $ 454.4 $ 311 $ 115.1 
- $ 360.2 $ 343 | 
7,536 15,693 53,961 2,095 3,478 
$ 266.7 $ 252.1 $1,714.0 $ 86.3 $ 227.6 | 
$ 415.5 $ 564.9 $1,924.1 $ 152.2 $ 343.5 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 736.9 $1,076.8 $3,597.9 $ 207.2 $ 603.1 
$ 36.4 $ 346 $ 196.2 $ 146 $ 255 | 
$ 58.2 $ 52.8 $ 233.0 $ 4.2 $ 243 
$ 6.2 $ 3.8 $ 1746 Q 1.2 $ 4.2 
$ 549 $ 538 $ 229.3 $ 5.3 $ 309 
15.3% 9.8% 12.6% 4.0% 9.4% 
7.4% 5.0% 7.0% 3.4% 5.0% | 
11.1% 7.4% 8.0% 3.3% 6.8% | 
$ 7.28 $ 3.43 $ 4.25 Ss 2.53 $ 8.90 | 
$ 12.13 $ 5.64 $ 7.95 $ 10.36 $ 15.56 | 
12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 | 
$ 194.9 $ 69.5 $ 515.4 $ 33.9 $ 98.5 
$ 9947 $ 218.2 $ 596.3 $ 59.3 $ 120.7 
$ 77.3 $ 112.5 $ 311.9 $ 20.7 $ 996.4 
$ 367.0 $ 400.3 $1,423.7 $ 115.8 $ 315.7 
$ 125.4 $ 165.1 $ 808.2 $ 29.7 $ 1149 
$ 241.46 $ 235.2 $ 615.5 $ 86.1 $ 200.8 
2.9 2.4 1.7 3.8 2.7 
$ 428.3 $ 528.8 $2,511.8 $ 150.7 $ 330.4 
$ 842.8 $1,014.8 $4,559.1 $ 278.0 $ 715.8 
$ 25.86 $ 4.42 $ 9.55 $ 16.01 $ 28.34 | 
12.8% 20.2% 16.5% 28.6% 19.8% 
25.8% 54.5% 41.8% 51.2% 38.2% 
































Thus, it is evident that the industry was able to 
offset the rise in labor costs through higher prices. 
On the other hand, 1949 employment costs amount- 
ed to $47.55 per ton of steel shipped and a decade 
later they had climbed to $74.05 per ton shipped, 
an increase of almost 36%. Steel productivity had 
not only failed to improve, but it had in fact declined 
rather significantly. It might be argued that be- 
cause of the steel strike in 1959 these figures are 
distorted by lower shipments in that year. How- 
ever, in 1955, the peak year of steel shipments, 
employment costs amounted to $57.45 per ton of 
steel shipped, an increase of almost 21% over 1949. 

These are facts and pose a considerable problem 
to management in reducing them. The first step 
in correcting the problem will be attacked by a joint 
union-management team which is conducting a 
study of “featherbedding” in the industry. The 
final results of this study are not important now, 
but it does show that labor is taking a more re- 
sponsible position in solving this problem. 

One of the problems to date has been the in- 
ability of management to get the optimum results 
from new equipment, thereby defeating to some ex- 
tent the benefits of new capital spending. It now 
appears likely that the future may bring some 
relief in this regard. There are many other areas 
where joint attack by labor and management may, 
in the future, bring considerable relief from con- 
stantly declining productivity. Aside from this, the 
industry is expected to continue to search for im- 
proved technology as a source of lower labor costs. 
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New Technological Improvements 


Prior to World War II, the steel industry’s re- 
search activities were relatively unimportant. To- 
day, however, it is difficult to read a trade paper 
without finding some mention of one or more com- 
panies opening a new research center. This may be 
a fad in some places, but the results flowing out 
of those in the steel industry will have an important 
bearing on its own future. These research efforts 
take many forms and it is well to look at them in 
the order they affect operations. 

In the area of iron ore handling, considerable 
progress is being made in the upgrading through 
beneficiation and sintering of lower grade ores. An 
outstanding example of this is the introduction in 
1956 of low-grade taconite pellets. These pellets, 
being of uniform size and iron content, enable a 20 
per cent improvement in blast furnace operations. 
Although still in their infancy}; pelletizing and bene- 
ficiation over the next several years are expected to 
bring important cost reductions. 

The blast furnace itself has been the subject of 
considerable research. Much work has been done to 
increase the output of these furnaces by increasing 
the pressure used in the furnace. Late last year a 
new furnace was developed that would be capable 
of increasing output by 50° without increasing the 
size of the furnace.Coupled with sintering facilities 
such a furnace could double “hot metal” production 
over competing equipment. 

(Please turn to page 226) 


203 































































ANALYSIS IN DEPTH 








Foreign Competition 


and Profit Margins... 


THE BIG QUESTION 
IN THE AUTO INDUSTRY 


By HAROLD FISHER 


> Realistic appraisal of where the various companies 
stand in relation to the advent of the compact econ- 
omy cars — and their standard models 

& Varying status for the individual companies — their 
earnings-dividend outlook for 1960 into 1961 


HE advent of the compact car has completely rev- 

olutionized the automobile industry and thrown 
open the flood-gates of foreign competition on a 
scale never experienced before. So much so, that it 
has tilted the crown on the head of the American 
car-maker, who for so long has been the king-pin 
in the world automobile industry. 

The model year 1960, when the changed look took 
hold, is viewed by many automotive executives as 
the most dramatic year in the industry’s history, 
the inception of a revolution in public preference 
for small, economy cars. No longer is the consumer’s 
appetite whetted by the expensive automobile as a 
symbol of his social success. Instead, inflation and 
rising taxes, among other cond.tions, have brought 
about a demand for a less expensive car as a more 
practical and less costly means of transportation. 
Because of this shift on buying temperament, the 
demand for the medium-priced lines has declined 
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substantially, while the 
new “compact car” has 
rocketed to a position of 
nductry leadership. 
Although a far cry from 
the highly optimistic pre- 
lictions that were previ- 
ously made, Detroit now 
expects 1960 total net 
sales, including 500,000 
imported units, to top 6 
million cars. With sales 
currently showing  pro- 
gressive improvement, it 
appears that the industry 
is definitely experiencing 
a p-ck-up in Spring de- 


mand. Seasonal selling 
patterns have become 
highly erratic in recent 


years, but the present rate 
of demand appears to rep- 
resent a return to a more 
normal selling pattern. 
As a result of over-pro- 
duction in the first quar- 
ter, a slowdown has been 
instituted recently, so that 
the pick-up in sales should 


reduce the rather large current inventory of 1,175,- 


000 units. 


The larger dealer backlog in cars at this time 
should give the domestic industry a sales advantage 
for t enables it to make prompt deliveries of a wide 


variety of models. 


So much for the sales picture—but, as far as the 
manufacturers are concerned, outlook will depend 
on the speed with which the dealers dispose of their 
existing stock and place new orders, thus reversing 
the current slow-down and bringing about a stepped- 
up production in the second quarter. 

Thus, if early model changes this year, as antici- 
pated by some sources, should slow up the third 


quarter more than usu- 
ally, and sales in the 
fourth quarter should fa‘l] 
to meet expectations, it is 
possible that the first 
three months will stand 
as the best period in terms 
of 1960 quarterly profits. 


Compacts Will Reduce 
Unit Profits 


When considering the 
industry’s profit outlook, 
it must be recognized that 
producers’ margins on the 
compact cars are signifi- 
cantly less than on the 
standard vehicle, while 
dollar value is also lower. 
Combined, these factors 
result in substant-ally 
lower profits upon each 
car sold. Still another ad- 
verse condition, from the 
profits viewpoint, is the 
proportionately lower 
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Automobile Production 
Ist QUARTER 


AMERICAN MOTOR 
Rambler ............... 
CHRYSLER 
Plymouth 
Dodge / 
Dart | 
Valiant 
Other : 
Total ..... 
FORD MOTOR CO. 
Ford vitae 
Mercury ....... pebsonnennees , 
i 


Falcon 


GENERAL MOTORS 
Chevrolet ........ 
ees 
Convair ....... 
SE anicteiianen 

Total 


STUDEBAKER-PACKARD 





1960 
Ist Q. 


132-659 


89,643 
111,335 
71,586 
46.092 
318,656 


310,124 
55,033 


126,133 
17,533 
30,265 


539-086 


500,559 
127,792 

93,880 
254,894 
977,125 


34,635 


1959 
Ist Q. 


100,258 


95,683 
41,899 


40,215 
177,797 


380,261 
44,353 
13,734 


27,410 
465,758 


441,937 
115,952 


248,579 
806,468 


50-076 








sales of highly remuner- 
ative “extras” which has 
accompanied product 
down-grading. Installa- 
tions such as air condi- 
tioning, power steering 
and brakes, and automatic 
transmissions are much 
more likely to accompany 
orders for the higher- 
priced cars than for the 
economy models. 

The six compact cars 
now being built domestic- 
ally are accounting for 
abort 25° of all 1960 
models thus far sold. But 
the market penetration of 
the compact cars has only 
just started, as General 
Motors is expected to in- 
troduce later this year, an 
economy version of the 
Buick and possibly also a 
small Oldsmobile and Pon- 
tiac. Emphasis upon this 
category appears to have 
been expanded in view of 
Ford’s success with its 


new Comet and Falcon. Chrysler has just announced 


that it will expand its line with a small Dedge. Over 


the longer term, Detroit seems destined to design still 
smaller cars to compete with the popular foreign 
imports. Such a move is considered essential if the 


American automobile industry is to become truly 
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GENERAL MOTORS 
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*—Darts believed to have contributed slightly over 


total. 
+—Introduced only on March 17. 
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competitive with the low-cost foreign models. The 
continuing success of the Volkswagon and the Renault 
underscores the continuing cost-consciousness of the 
American car buyer. It appears quite likely that, 
before the requirements of the economy-minded 
market are fully satisfied, the “Big Three” may well 
have thirty separate and distinct models as com- 
pared with their present nineteen varieties. The 


well publicized prediction 
of American Motors’ chief, 
George Romney, that com- 
pacts will account for one- 
half of total car sales by 
1962, no longer appears 
rashly far-fetched. 

The sales problems that 
this new and dynamic 
market creates for the 
“Big Three” can hardly 
be exaggerated. Many ex- 
ecutives hold the premise 
that in order to effectively 
sell a radically new and 
less expensive line of'cars, 
dual dealerships must be 
held to a minimum, It is 
impossible to estimate to 
what extent “Big Three” 
sales are being down- 
graded because both 
standard-sized vehicles 
and compacts are retailed 
through the same outlets, 
but there must be a con- 
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Comprehensive Statistics Comparing the Position of Leading Automotive Companies * of the 
AUTOS & TRUCKS ghar, 
Inter- | Pp ‘ary 
Figures are in million dollars American Chrysler Ford General national the f- 
except where otherwise stated. Motors + Corp. Motor Motors Harvester Three 
CAPITALIZATION: situat 
Long Term Debt (Stated Value) ..........cccccccccsesesesssesseesseseseseeeenes } $ 250.0 $ 249.4 $ 252.3 $ 100.0 
Preferred Stock (Stated Value) ...................... - — — $ 283.5 $ 81.6 | 
No. of Common Shares Outstanding (000) ............ 8,750 54,8611 281,697 13,875 Ae 
0 EE ee ne $ 468.7 $ 523.7 $1,010.5 $ 736.7 45 
I ss caus timnceinunmnainiialeal ; $ 459.9 $2,340.4 $4,615.1 $ 187.8 amon: 
INCOME ACCOUNT: Fiscal Year Ended .........ccccccscsssesssesseesseee 9/30/59 12/31/59 12/31/59 12/31/59 10/31/59 tion ¢ 
|g ESE SRS SA ee ee ee eer NETS $ 869.8 $2,642.9 $5,356.8 $11,233.0 $1,363.1 comp. 
Deprec., Depletion, Amort., et¢. ...c..ccc.cscesssesssesssvessessssecsueesseenvens $ 166 $ 153.1 $ 361.1 $ 413.7 $ 40.5 | efor 
Income Taxes ee 45.1 $(CR)4.7 $ 391.4 $ 919.1 $ 63.8 tndot 
SEES TET AM EAE TROD: $ 4 g 9.3 $ 9.9 $ 6.2 $ 3.5 dastr 
EE LE A CREA IL AO 60.3 $d 54 $ 451.3 $ 860.1 $ 70.7 paid 
Operating Margin «0.0... weve wa — 14.2% 15.6% 10.1% consu 
Net Profit Margin ...........0-sess:ssessesses000 se 6.9% _ 8.4% 7.7K 5.6% ers d 
Percent Earned on Invested Capital ...... ” 31.6% — 17.2% 16.2% 9.2% in the 
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Current Assets ................ $ 690.2 $1,357.6 $3,704.8 $ 676.7 “arour 
Current Liabilities $ 414.6 $ 528.4 $1,138.6 $ 209.6 } ul. 
Working Capital .. PEE en eS $ 275.6 $ 829.2 $2,566.2 $ 467.1 ig, 
Current Ratio (C. A. ‘to c. L) Ai ER a Ae en ee oe 5 1.6 2.4 3.2 3.2 . 
Fixed Assets, Net . Fi Re cuacstekgcdisleddlecea ; $ 633.2 $1,536.2 $2,837.5 $ 321.5 trans 
SEAS Sar noe eas Cee ean aa eek ene . $1,375.3 $3,462.1 $7,246.4 $1,145.2 ndus 
Cash Assets Per Share ..............00.... $ 22.20 $ 12.15 $ 4.47 $ 13.68 ibilit 
Inventories as Percent of Sales. eit ' 12.6% 9.7% 16.0% 28.6% | } actu: 
Inventories as % of Current Assets ...............cccccccceccesceeeeeeeeeeeeee 48.6% 38.3% 48.5% 57.9% f - 
*-Statistics on other leadi i oo not been included ++—Three for one split (1/16/1960) since end of fiscal year. | nore 
because recent balance sheet ‘joe have not been released yet. 1__{ncludes, 16,495,000 sh. com.; 32,074,000 sh. cl. “A” and | ar f 
+—Three for one stock split, (2/30/1960) since end of fiscal year. 6,293,000 sh. cl. “B”, | car f 
d ~Deficit. *—Does not include $56 million notes payable to foreign subside. | To 
| No le 
- econ 
| ng t 
Data on Leading Automotive and Truck Manufacturers | | in ye 
shoul 
Earnings Per Share Dividends Per Share vrow 
Cash Earn. Ist Quarter Current buvin 
1958 1959 PerShare Earnings PerShare 1958 1959 Annual Recent Div. Price Range | utor 
1959 1959-1960 Div.* Price Yield 1959-60 a “ 
—— - = = atin = Cc S s} 
a CIID 5s sense innrvesscrvinccns $3.39! $3.64 $1.189 $ 68° $ $ .80% $1.00 27 3.7% 32M 812 | profit 
Ean 4.62 7.61 1.75 1.25 1.50 1.00 1.00 50 2.0 727-50 :} | 
iii ne 8.23 11.37 246 2.61 2.00 280 280 68 4.1 93'2-50% shou 
Fruehauf Trailer .................... 1.88 2.30 35 58 - 1.20 25 48 3034-1834 Am 
General Motors ............... 3.05 4.56 1.03 1.14 2.00 2.00 2.00 44 45 5872-4358 Ford 
International Harvester ............... 5.10° 8.42- 4.364 914 2.00 2.00 2.40 45 5.3 57%-3958 | Ame} 
Mack Trucks .......... 5.71 7.47 1.37 N.A 1.80 1.80% 1.80 40 45 5258-32" leadi 
Studebaker-Packard .. 4.36 5.2 1.20 42 13 29\a- 9% | ead 
White Rie SERIES 7 6.94 8. 28 1.35 1 230 __1,50 1.87 2.00% 48 4.1 6734-3334 the h 
*Based on latest dividend rate. 1__Year ended Sept. 30. 3__Plus pure — 
d—Deficit. 2—Year ended Oct. 31. 4_Quarter ended Jan. 31. venc) 
N.A.-Not available at time of going to 5_Quarter ended 12/31/59 & 1959. today 
press. Annu 
American Motors: Compact car pioneer. Earnings in fiscal 1960 should Results should reach $3.75-$4.00 area this year. Al to 36 
compare favorably with the partially tax-free $3.39 per share of lest International Harvester: Although the truck portion of the company’s | durin 
year. Cl business has been expanded, farm equipment sales are still showing | to a 
Chrysler: With the aid of the “Dart’’ and ‘Valiant’ lines, results in growth. BI | , 
1960 should return to profitable levels. C M Zeal ; poten 
ack Trucks: Long term outlook will improve substantially when com- . 
Ford: Although margins are being strained, earnings this year should pany moves from its inefficient Plainfield Plant. C1 of m 
near $8.00 per share. 81 Studeboker-Packard: Outlook is very uncertain in view of the rapidly this 
Fruehauf Trailer: The dominant factor in the trailer industry. Under new expanding competition in the compact car field. C4 capac 
management, future prospects have improved. 1 White Motor: Management very aggressive and expansion-minded. Con- | time) 
General Motors: Company doing very well with its profitable Chevrolet. tinuation of gains expected this year. | will 
RATING KEY: A Best grede. 1—Improved earnings trend. 10.00 
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C—-Speculative. 3—arnings up from the lows. grea 
D—-Unattractive. 4—Lower earnings trend. Mr 
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siderable tendency of this sort. The difficulties in 
this area are still greater for Studebaker, as many 
of their dealers also retail standard-sized, medium- 
priced cars of others which will eventually be ap- 
pearing in the smaller size variety. In contrast with 
the possibly divided dealer loyalties among “Big 
Three” outlets, American Motors is considered well 
situated in terms of the dual dealer problem. 


—_ 


Larger Annual Sales Indicated 


As a result of the greatly intensified struggle 
among all the auto makers set off by the introduc- 
tion of the economy car, the outlook for individual 
companies is certainly more clouded than it was 
t efore. Rather sharp yearly peaks and valleys will 
undoubtedly continue to exist because of the in- 
dustry’s close dependence upon various factors in 
consumer psychology. Most automobile manufactur- 
ers do, however, look for a rise of another million 
in the 1960’s above the 5.6 million average annual 
sales volume in the decade just ended, @ The basis 
for this optimism rests primarily upon the rising 

andard of living, but some more specific factors 
are also relied upon. @ Automobile life expectancy 
~ppears to have reached its peak, at a span of 
round eleven years, and junking should occur more 

gularly hereafter. @ The growth of suburban liv- 

ig, with its particular demands upon automotive 
transportation, is also an encouraging factor in the 
ndustry’s long-range outlook. @ Again, the pos- 
ibilities inherent in the two-car market give manu- 
acturers delightful dreams. @ Already, one-third 
of homes in rural and suburban areas have two or 
nore cars, but the nation’s total number of multi- 
ar families is still only one in seven. 

Today, the automobile is recognized as a necessity. 
No longer considered a luxury, the family car has 
ecome an integral part of every-day life. Recogniz- 
ng that wide fluctuations will continue to occur 
n year-to-year results, the automobile companies 
should still over the long term enjoy a moderate 
erowth rate. Investors will have to watch public 
yuying temperament, including preferences for one 
iutomobile company’s products over another, more 
closely than before, but opportunity for substantial 
profits in individual automotive common stocks 
should remain. 

American Motors — Although production of the 
Ford Faleon has overtaken Rambler in recent weeks, 
American Motors retains its status as the nation’s 
leading producer of 1960 model compact cars. Under 
the highly capable direction of George Romney, the 
company has risen from a position of near-insol- 
vency in 1954 to one of industry leadership in 
today’s intensely competitive economy-car market. 
Annual sales have grown from 71,330 units in 1956 
to 368,464 cars in 1959, while per share earnings 
during the same period rose from a deficit of $1.10 
to a profit of $3.39. A substantial future profit 
potential is contained in the $51,000,000 expansion 
of manufacturing facilities to be completed later 
this year. At that time, the company will have 
capacity for 625,000 cars (700,000 units with over 
time), versus 300,000 a year ago. This program 
will, however, increase its break-even point by only 
10,000 units to around 130,000 cars a year, adding 
greatly to its profits leverage in favorable years. 

Mr. Romney has been skilful enough to create an 
extraordinary public enthusiasm for his economy- 
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minded product within a very brief period. Al- 
though many observers felt that the corporate 
dealership system was the biggest obstacle in 
American Motors’ come-back trail, these fears 
proved entirely unfounded. Rambler now has 3,000 
dealers as compared with only 1,906 in 1956; dealer 
net worth also rose from $71 million to $174 mil- 
lion within the same period. Unlike other domestic 
motor companies, American has been more con- 
cerned with the problem of manufacturing capacity 
than with finding customers. This happy situation 
is almost unique in the industry’s history. 

Results for fiscal 1960 should be distinctly favor- 
able. Earnings are expected to be in the $3.00-$3.50 
range versus the partially tax-free $3.39 reported 
a year earlier. If that level is attained, the current 
$1.00 annual dividend certain to be aug- 
mented with a year-end extra. 

Chrysler — Historically, corporate profit levels of 
this third largest auto maker have displayed a re- 
latively volatile performance record. One reason for 
this is heavy debt in relation to the company’s 
common stock equity. Consequently, per share earn- 
ings are highly leveraged and are more sensitive to 
small changes in sales than for the other companies. 
Further, past results have sometimes been adversely 
affected by Chrysler’s lack of vertical integration. 
inadequate Ccealer arrangements, labor problems and 
highly centralized management. 

Higher costs resulting from use of penalty 
(priced) steel and starting-up expenses on the new 
compact cars, dropped Chrysler’s 1960 first quarter 
earnings 28.3% below the year-earlier level. Net 
equalled $1.25 a common share for the three month 
period, despite a 34% gain in sales, compared with 
earnings equal to $1.75 a share for the 1959 quarter. 
The company indicated that the change in product 
mix would have only a temporary depressing effect 
on earnings. However, a time limit was not placed 
on the transition period. Good demand for “Valiant” 
and continued favorable sales of the Dodge Divi- 
sion’s “Dart” could offset the current decline and 
improve earnings later in the year. 

In its standard line, Chrysler has adopted a ver- 
sion of American Motors’ “unitized frame” assembly 
technique for all of its current models except the 
Imperial. The company has always been aggressive 
in the pioneering of style and operational devices, 
such as push-button automatic transmission, swivel 
car seats, driver-controlled door locks, car record 
players, and frame-dipping to inhibit metal rust. 

Profit results for 1960 should reach the $5.00- 
$6.00 per share range, as contrasted with deficits 
of 62 cents in 1959 and $3.88 in 1958. This improved 
picture could justify an increase in the present 
$1.00 dividend rate. Consequently the stock has 
considerable appeal just now for risk accounts. 

Ford Second in size only to General Motors, the 
Ford Motor Company has gone through a complete 
reorganization since 1945. The present manage- 
ment, which is young and aggressive, has already 
produced a substantial effect upon operational re- 
sults. Specifically, the Ford line was able, in 1956 
and 1959, to exceed the G.M.’s Chevrolet unit sales 
for the first time since the early twenties. This is a 
significant accomplishment when allowance is made 
for the larger General Motors sales and production 
organizations. Although the same position of in- 
dustry leadership will (Please turn to page 230) 


seems 
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Special Rea ppraisal 


of 1960-61 Outlook... 


AUTO PARTS MAKERS 
Seek Stability Through 
Diversification | 


— But auto industry continues to exercise 
major influence on their fortunes 


By WARD GATES 


Pm Effect of fewer gadgets — less costly “extra” equip- 
ment on compact cars ... element of stability in 
growing replacement market 

» Where companies feel effect of diversification in cycli- 
cal industries 

> Appraisal of position and outlook for the individual 
companies — their financial strength and weakness — 
earnings-dividend outlook 


HE auto parts manufacturers generally enjoyed | 

a good year in 1959, even though the steel strike 
took the froth off some of the boom in business near 
the end of the year. Whether 1960 will be as good, 
aven if new car productien is higher than last year, 
however, is a question that few, either within or 
outside the industry, can answer with any degree of 
assurance. 

The reasons for this year’s uncertainties are sev- 
eral, and call for explanation in some detail. First, 
the success of the compact cars has confused the 
profit picture for all concerned, including the auto 
makers themselves. No one, except perhaps Mr. 
comney of American Motors, expected the compact 
z cars to take as big a share of the new car market 
so quickly. Consequently, at least one major new 
ae compact car, Chrysler’s Valiant, could not be pro- 
: r duced as fast as dealers could sell them. 

\ A : For the parts makers, the success of the compacts 
\ means that the largest expansion in auto sales is 

P ‘a occurring in the area that benefits them the least. 

;. * Because they are smaller, the new cars use less 

ee steel, glass, rubber, upholstery and other basic 
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Earnings Per Share 
Cash Earn Ist 
Per Share’ Earn. 
1958 1959 1959 1959 
Bendix Aviation .................... ; vues $4.18! $5.371 $7.56! $1,024 
Borg-Warner .......... sina ee 4.36 6.08 87 
ST snsiiuiiisiidinmminseniinans ‘aaa .33 2.41 4.30 94 
Champion Spark Plug ..............0........ 2.56 2.70 2.96 70 
ET 3.36 5.00 76 
Continental Motors ..... ce .80 1.56 15 
Dame Corp. .....000000000- issilalsitesteecinaea: a 3.61- 4.62" 3.335 
ce 1.73 3.60 5.04 90 
Rene IIIT scsnscccainimusdstensannisonsennies 1.68 4.50 8.36 1.25 
Electric Storage Battery ....................... 2.38 3.63 5.57 70 
Federal-Mogul-Bower Bearings ..........._ 1.77 2.52 3.13 61 
Kelsey-Hayes Co. ............. imei. 4.88- 9.26- 1.875 
III csitcenencssencmncnis omnia 1.90% 4.78% 7.80% 1.876 
Libby-Owens-Ford Glass ..................... 2.05 5.13 6.58 1.64 
Midland-Ross Corp. seconds . 3.29 4.71 8.27 1.05 
0 eee 95 .20 
Rockwell-Standard Corp. .................... 1.75 3.55 5.29 92 
Re GI, II, sevescenscceerosassenscsteneses d.32 1.30 2.36 40 
DRL 3.47% 5.57% 8.76% 2.136 
Stewart-Warner ....... siaiaiaea a , 2.40 2.82 53 
Thompson Ramo Wooldridge .............. 2.86 3.02 6.92 71 
Timken Roller Bearing ......................... 2.10 5.60 6.84 1.26 
Young Spring & Wire 0.0.0.0... 3.82% 2.01% 5.148 .376 
d—Deficit. !__Year ended Sept. 30. 
*—Based on latest 1960 rate. 2_Year ended Aug. 31. 
}| N.A.—Not available at time " Year ended July 31. 


Fiscal quarter ended 12 
1959. 


Bendix Corp.: Relatively smali reliance now on auto parts business 
Now a major defense producer, earnings should advance in 1960. Al 
Borg-Warner: Off to a good start in 1960 despite disruptions. Subse- 
quent quarters, however will feel affects of appliance slowdown. A2 
Budd Co.: Despite faulty start for the year, orders on hand for large 
equipment should lead to better than normal showing. 

Champion Spark Plug: High level of replacement sales business assures 
continued growth for this well run company. 

Clevite Co.: Good market for bearnings and bushings should hold up. 
Company many outscore 1959. BI 

Continental Motors: Fair earnings shown in 1959 should continue in 
year ahead. C2 

Dana Corp.: Doubts concerning standard body frame business cloud 
company’s outlook. 

Eaton Mfg.: Basic component maker of springs, valves and gears, the 
company should not be hurt by compacts. Better earnings ahead. B2 
Elecctric Auto-Lite: Until plans have been completed for replacing lost 
Chrysler parts business, outlook is in doubt. 2 

Electric Storage Battery: Growing consumer goods products will raise 
earnings. New developments offer pomise. B1 

Federal-Mogul-Bower Bearing: Good market for bearings of all kinds 
points to long-term growth 

Kelsey-Hayes: Company supplies parts for both compacts and standard 





RATINGS: A—Best grade. 
B—Good grade. 
C— Speculative. 
D—Unattractive. 











Comparative Earnings and Dividend Records of Leading Auto Accessory Companies 


Quarter Dividends Current Recent Div. Price Range 
Per Share Per Share Annual Price Yield 1959-60 
1960 1958 1959 Div. * 
$1.134 $2.40 $2.40 $2.407 63 3.8% 89 -62'2 
.92 2.c0 2.00 2.00 37 5.4 48'2-36'4 
.63 1.20 1.00 1.00 19 5.2 3134-19 
N.A. 75 1.65 1.80 38 47 4558-34'4 
1.155 1.15 1.15 1.20 53 2.2 5914-2434 
12 55 .60 .60 10 6.0 1334- 95% 
1.70° 1.50 1.62'2 2.00 35 5.7 46'2-30's 
99 1.50 1.90 1.90 38 5.0 46's-28's 
1.63 1.40 2.50 2.50 46 5.4 56'4-36'4 
81 2.0) 2.00 2.00 60 3.3 64'4-38!2 
51 1.20 1.25 1.40 29 48 4038-2334 
51° 2.40 2.40 2.40 37 6.4 5034-36 
2.046 1.37 2.25 2.25 40 5.6 4734-26'2 
1.31 1.80 2.55 2.90 54 53 77'2-47'2 
1.25° 3.15 3.00 3.00 55 5.4 60'2-39'2 
35 70 .60 1.00 17 5.8 24 -16 
97 2.00 2.00 2.00 35 5.7 39'8-29'8 
55° 75 .90 3.00 18 5.5 2234-16'2 
506 1.607 2.007 2.007 37 5.4 64 -36 
59 1.007 1.12% 1.20 29 4.1 33-21% 
73 1.40 1.40 1.40 57 2.4 70's-46’8 
N.A. 2.00 2.40 2.40 54 4.4 6934-45'8 
43.056 2.00 2.00 25 49%-24 


5_6 months ended Feb. 28. 
©6__6 months ended Jan. 31 
Plus stock. 
31/58 and 5__Estimated. 


cors. Nevertheless, poor first quarter will penalize earnings for 1960. C2 
King-Seeley: Heavy reliance on avto business (90° mokes earnings 
vulnerable to sudden change. Fair year ahead. B62 

Libbey-Owens-Ford: First quarter slipped from very high period last 
year. Full year results, however, should be in line. A2 

Midland-Ross: Frame business in doubt while compacts dominate the 
new cor market 

Motor Wheel: Larger output of cars should give company second sucess 
ful year after two years of deficits. C2 

Rockwell-Standard: Outlook for bumper and other trim is clouded by 
change in auto product mix. Should equal last years earnings. B2 
Sheller Mfg.: Provides parts for two of the three most successful compacts 
Valiant and Falcon). Better earnings in prospect. 61 

Smith (A. O.): Frame business casts shadow over operations, although 
tubular business is improving. Small decline ahead. 684 
Stewart-Warner: Basic equipment maker for autos and aircraft. Small 
improvement is probable in the year ahead. 682 

Thompson Ramo Woold: Parts business is now minor Company is meior 
missile and electronics contractor. Some improvement seen. B81 

Timken Roller Bearing: Strong demand for specialty bearings by railroads 
indicates strong earnings performance this year 

Young Spring & Wire: Small advance possible, but company will not 
repeat last year’s strong earnings spurt 


Improved earnings trend. 
Sustained earnings trend. 
Earnings up from lows. 
Lower earnings trend. 


Qn — 











items. In addition, as economy cars they carry less 
trim, fewer gadgets and far less high priced equip- 
ment. Automatic transmissions, for example, do not 
appear in most models, nor does power-steering, 
power brakes, power windows or seats. 

Since it is the parts makers who provide almost 
all of these products, they are the ones feeling the 
brunt of the auto industry’s underestimation of the 
power of the compacts as a market force. They had 
counted on the compacts to take sales away from 
foreign cars, Instead they are encroaching on the 
standard domestic makes—the bread-and-butter cars 
for both the auto companies and the parts makers. 
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How Goes Diversification? 


The second big uncertainty for the parts makers 
is the outlook for their newly diversified operations. 
Almost without exception the auto equipment mak- 
ers have worked hard in recent years to cut down 
their dependence on the big car manufacturers by 
diversifying into other fields. Invariably, however, 
they have chosen new areas that are as volatile or 
cyclical as the auto industry. And where they have 
avoided that pitfall they have chosen defense busi- 
ness where profits are usually small and therefore 
not sufficient to offset sharp setbacks in parts 
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business. 

Thus, the investor seeking to ap- 
praise the outlook for the industry 
as a whole must also take a long hard 


“ “ Champion 
look at the appliance industry, the Figures are in million dollars Borg- Budd Spark 
construction industry, railway equip- except where otherwise stated. Warner Co. Plug 

ar Ss _—_ - 
sneM, k grove ne germ wre CAPITALIZATION: 
oil we J equipmen » alr condaitio é 8 Long Term Debt (Stated Value) ..0...............ccccccecccceeeee $ 176 $ 25.0 —_ 
and aviation; for these are the in- Preferred Stock (Stated Value) .......-.cccsccecssscvcveeeee- $ 147 $ 114 
dustries that represent the major No. of Common Shares Outstanding (000) ............... 8,918 4,346 6,065 
‘ ~ iv sificati ° » in- I hina tac eaitccniciahaistnteiabbonesiasseveiaeees $ 77.3 $ 58.1 $ 10.1 
paths of diversification for the equip P 
ment manufacturers. Most import- I a $ 277.2 $ 9947 $ 547 
ant, it is operations in these fields INCOME ACCOUNT: Fiscal Year Ended ...............0.- 12/31/59 12/31/59 12/31/59 
that will determine whether 1960 is Net Sales =r ane eo a ‘$ 649.9 : = : ay 
, . cet — . Deprec., Depletion, Amort., etc. ........... vacuumed 14.9 r 
a good or mediocre yeal for most of I $ 45.2 $ 10.0 $ 17.5 
the companies. Interest Charges, etc. ............... cc. ‘csiiicakiaiaias $ 2.6 $ 1.1 
i 9 ID asain heldnetsaipinslanconeic $ 38.9 $ 105 $ 16.4 
Emerging Patterns? REESE EAE Sow ee ne eNO Nene T Tee 12.6% 6.3% 31.6° 


It is therefore that 


= aos a b sed for ¢ Percent Earned on Invested Capital ......................006 11.6% 8.6% 25.3° 
for mer rules of thum use or ap- Earned per Common Share ..............cc0:00esseeeeees x 4.36 $ 2.41 $ 2.7C 
praising the profit potential of the Cash Bermings Por Shere accccccsccccccssssscsssssscocecssssseee $ 6.08 $ 430 $ 296 
equipment Longmenengg “my oe . BALANCE SHEET: Fiscal Year Ended ...............cc00-- 12/31/59 12/31/59 12/31/59 
little use this year. e number oO Cash and Marketable Securities 9.6 $ 23.0 $ 42.1 
new cars produced has always been Es cnnsmsneumnivurnunntandiinnie 25.3 $ 42.4 $ 153 
a reliable indicator, but this year Receivables, Net ................-s0-0 26.2 $ = : B. 
(and perhaps from now on) the a <9 we en : rr ; oo 
2 ° urr sabre eoce e e ° 
product mix as well as numbers will eee emancnnRsereaiean inners 38.7 $ 626 $ 48.1 
bear close watching. Furthermore, Current Ratio (C. A. 00 Co L) cocccscsssssssssssscsssssssesosecseees 2.5 2.4 3.4 
the conflicting trends in the economy ane Tie, CB seca ccenseccoesseccccsocescsenceses : = : ae 
that have marked the opening months — ee erases . i. « ae 
> . 2S 2 as ° . 
of 1960 will have to be clarified be- Secatieaiiin ine Canadas ae talion 13.2% 14.6% 
fore any clear cut conclusions can be at Ganent Bacal 39.8% 22.6% 


reached concerning earnings for the 
full year. 





Inventories as % 


Comprehensive Statistics Comparing the 









Net Profit Margin .................... NTS 3.6% 3.4% 15.6° 









*—Statistics on other leading companies have not been included 
because balance sheet figures have not been released yet. 











Will appliances surge again after 
the recent drop? Will capital spend- 
ing actually increase as much as predicted (in 
this connection, it is significant that railroads 
recently trimmed back their estimates, while ma- 
chine tool companies report high inquiries but 
low orders)? And will construction activity, es- 
pecially roadbuilding finally reach its full poten- 
tial? All of these questions are unanswerable 
at the moment. But it needs pointing out that unless 
conventional car sales skyrocket in the next month 
or two, most of the parts makers will require boom 
conditions in these other industries to match or bet- 
ter last year’s earnings. 


Replacement Demand Still Strong 


In view of the uncertainties at hand, most of the 
industry is thankful for the strong replacement de- 
mand that has now become a permanent part of 
their business. With over 65 million cars on the 
road, replacement of worn out parts has become a 
most stable form of business. 

For a few, such as Motor Wheel and Gould-National 
Batteries who deal essentially in the replacement 
market, operations are considerably more stable 
than the rest. But almost all the companies enjoy 
some benefits. 

The other big plus factor for the parts compa- 
nies is their generally excellent financial condi- 
tion. In most instances heavy cash reserves have 
allowed them to diversify through outright pur- 
chase, thus preserving the stockholder’s equity 
from the kind of share dilution that has charac- 
terized the “paper” acquisitions in other sectors 
of the economy. Furthermore, because of their 
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large depreciation charges, cash flow is high even 

now so that cash reserves are being built up fast, 

allowing for new acquisitions as opportunities pre- 
sent themselves. 

A few companies such as Libbey-Owens-Ford have 
elected to remain cash rich and have not hit the 
diversification trail. Nevertheless, the potential ben- 
efits from this uninvested cash are great if and when 
the company decides to put it to work. 

To illustrate this potential earning power it is 
only necessary to point out a few basic facts. Lib- 
bey is a highly efficient company, having averaged 
over a twenty percent return on its invested capital 
during the last ten years. This means, among other 
things, that Libbey earns 20 cents additional for 
each dollar it plows back into the business. With 
cash earnings of $6.58 per share last year and divi- 
dends of only $2.55 the company was left with over 
$4.00 per share to plow back. 

1960 should be a good year for Libbey. As the 
principal supplier of glass to General Motors, the 
increased output of cars should offset the slight 
decline in business from the construction industry. 
Profit margins will probably be a little lower, but 
earnings at least equal to the $5.15 per share of 
1959 should be in the offing. 


Diversified Prospects 
For the highly diversified companies, as indicated 
earlier, the outlook is more complicated. Borg-Warner, 
which scored a strong comeback in 1959, earning 
$4.36 against only $2.34 the year before, will find 
the going tough again in 1960 unless business con- 
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Libbey- 
Eaton Electric Electric Owens- Rockwell Thompson Timken 
Clevite Continental Mfg. Autolite Storage Ford Standard Stewart Ramo Roller 
Corp. Motors Co. Co. Battery Glass Corp. Warner Wooldridge Bearing 
_ —_ - —— — ——__—— _ - — | 
$ 96 $ 20 $ 23.1 $ 3.0 : $ 39.9 $ 10 | 
$ 42 _ - — . — $ 8.1 
1,872 3,300 4,795 1,567 1,681 10,476 5,387 3,289 3,119 5,327 
$ 15.8 $ 5.3 $ 4.8 $ 30.9 $ 20.1 $ 52.3 $ 268 $ 8.5 $ 63.7 $ 61.9 
$ 41.9 $ 466 $ 113.3 $ 106.1 $ 63.6 $ 128.3 $ 103.1 $ 42.7 $ 92.1 $ 119.3 
12/31/59 10/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
$ 846 $ 139.9 $ 287.3 $ 201.6 $ 144.5 $ 306.7 $ 284.0 $ 114.3 $ 417.7 $ 262.1 
s 2.8 $ 2.5 $ 6.9 $ 6.0 $ 3.2 $ 162 $ 9.4 $ 1.5 $ 11.8 $ 6.6 
$ 7.4 $ 2.8 $ 19.4 $ 7.2 $ 6.2 $ 62.6 $ 206 $ 8.6 $ 10.0 $ 33.2 
$ 2 $ 8 $ 4 : $ J $ 3.1 $ 6 
$ 6.3 $ 2.6 $ 17.2 $ 7.0 $ 6.1 $ 53.7 $ 19.1 $ 7.8 $ 9.4 $ 29.8 
14.6% 4.1% 12.6% 6.9% 8.1% 35.8% 13.4% 13.7% 5.4% 23.9% 
7.6% 1.8% 6.0% 3.5% 4.2% 17.5% 6.7% 6.9% 2.3% 11.3% 
13.4% 5.2% 14.6% 6.1% 7.5% 29.8% 14.7% 15.3% 8.4% 18.2% 
3.36 $ .80 $ 3.60 $ 4.50 $ 3.63 $ 5.13 $ 3.55 $ 2.40 $ 3.02 $ 5.60 
5.00 $ 1.56 $ 5.04 $ 8 36 $ 5.57 $ 5.20 $ 5.29 $ 2.82 $ 6.92 $ 6.84 
/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 12/31/59 
10.9 $ 8.9 $ %62 $ 42.2 $ 5.9 $ 31.7 $ 22.5 $ 22.3 $ 15.2 $ 27.4 
21.7 $ 31.4 $ 45.9 $ 41.2 $ 32.0 $ 42.9 $ 45.2 $ 216 $ 61.7 $ 846 
10.3 $ 15.8 $ 25.6 $ 29.5 $ 25.2 $ 19.5 $ 22.2 $ 15.3 $ 70.7 $ 26.1 
43.0 $ 5946 $ 896 $ 114.0 $ 64.0 $ 94.2 $ 90.0 $ 59.2 $ 147.7 $ 138.2 
10.4 $ 25.0 $ 35.4 $ 23.2 $ 15.0 $ 25.2 $ 29.46 $ 17.7 $ 804 $ 457 
32.6 $ 346 $ 54.2 $ 90.8 $ 49.0 $ 69.0 $ 60.4 $ 41.5 $ 67.3 $ 925 
4.1 2.3 2.5 5.0 4.2 3.7 3.0 3.3 1.8 3.0 
22.2 $ 145 $ 60.8 $ 42.46 $ 318 $ 61.7 $ 86.3 $ 119 $ 83.0 $ 83.8 
68.2 $ 79.8 $ 153.6 $ 160.4 $ 97.8 $ 209.3 $ 17146 $ 737 $ 237.8 $ 227.0 
5.86 $ 2.70 $ 3.38 $ 26.93 $ 3.55 $ 3.04 $ 4.19 $ 6.78 $ 4.88 $ 5.14 
25.6% 22.4% 16.0% 20.4% 22.1% 14.0% 15.9% 19.8% 23.3% 32.2% 
} 50.4% 52.7% 51.2% 36.0% 50.0% 45.5% 50.2% 36.6% 41.1% 61.2% 
3 
_SS—____ = = 











Position of Leading Auto Accessory Companies * 
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litions change radically in the spring and early 
summer. Auto parts business should be relatively 
good, but in recent weeks there have been signs that 
the home appliance business is not as good as it 
ippeared at first. Price cutting is taking the edge 
off profit margins and dealers have begun trimming 
inventories as demand slackened. At the company’s 
recent annual meeting, the president commented 
that if the prediction of many economists and finan- 
cial men prevailed, then “. . . Borg-Warner should 
have a good year in 1960. I might mention, however, 
that this outlook is more optimistic than the fore- 
cast from our divisions and subsidiaries would 
indicate.” 

For shareholders, Borg may have good news this 
year unless it turns out much worse than anyone 
expects. Last year’s good earnings coupled with a 
reasonably good one this year should lead to re- 
establishment of the former $2.40 dividend. The 
$6.08 cash flow last year provides plenty of room 
for improvement in payout. 

Among the other highly diversified companies, 
Bendix Corporation is now the least dependent on 
auto parts production. Aircraft, missile and elec- 
tronics work now comprise the bulk of the com- 
pany’s output with auto parts relegated to under 
twenty percent. 

The impact of diversification and the problems of 
integrating new operations have held back the com- 
pany’s earnings growth in the last five years, but in 
1959 the first signs appeared that a new and higher 
level was in the making. Net per share spurted to 
$5.37 from $4.18 in 1958, but of greater importance 
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was the fact that earnings in the latter part of the 
vear were running at a much higher rate. 

First quarter earnings in 1960 were adversely 
affected by the steel strike, but still they topped the 
first quarter of 1959. Barring a sharp change in 
defense ordering, therefore, Bendix should score 
new record earnings in 1960. 

Companies With Special Problems 

Much of the diversification of recent years was 
caused by the gradual move toward integration of 
operations by the major car makers. In effect, they 
are producing more and more of their own parts. 
Thus a few years ago Borg-Warner lost its Ford 
transmission contract. Now the compact cars, with 
their unitized bodies are taking body frame business 
away from Budd, Dana and A. O. Smith. In addition, 
Electric Autolite and Pittsburgh Plate Glass, two major 
Chrysler suppliers are on the verge of being cut off 
from this big market through that company’s in- 
tegration moves. 

This year, Electric Autolite wil] still supply Chrys- 
ler, so that earnings in the first half will be par- 
ticularly strong compared with last year’s strike- 
ridden period. But at the end of this model year the 
company’s contract with Chrysler ends. 

In anticipation of this the company has been 
going through a partial liquidation, selling off assets 
that appear superfluous and seeking new investment 
outlets for these funds. Great doubt is thus injected 
into the Autolite picture. At least a few years of 
disorganization and reorientation of operations are 
in prospect. Stockholders (Flease turn to page 229) 
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HOW RESILIENT 


ARE THE RUBBERS 
—Looking to 1961? 


By MICHAEL CONDON 


» Extent of dependence on new tires and replacement 
demand 

® New broad diversification ... plastics — enter con- 
tainers — packaging — marketing through self-owned 
retail chain stores — trend toward over-production 

& Outlook and earnings-dividend position for the indi- 
vidual companies 1960-61 


EW industries have derived greater impetus 

from chemical research in the last decade than 
rubber and tire manufacturers. Freed from depend- 
ence on natural rubber, major tire makers have 
gained a measure of stability in raw materials costs 
never before exper:enced. At the same time, develop- 
ment of new products in non-tire areas has con- 
tributed a high degree of diversification and im- 
parted growth characteristics that have justified 
investment stature that scarcely could have been 
envisioned a generation ago. 

As a result, principal rubber equities have enjoyed 
outstanding progress in financial markets since 
World War II and have rewarded stockholders 
handsomely. The meteoric rise has resulted not only 
in increased popularity of typical stocks among 
portfolio managers, but has raised doubts over the 
possible continuance of above-average behavior. 
Curiously enough, scientific research which sparked 
the upsurge in the industry’s growth also has intro- 
duced handicaps. New materials have made possible 
much better tires than those used a couple of dec- 
ades ago; hence, because casings wear longer, the 
market potential has been reduced in spite of the 
expansion in passenger cars and trucks in use. 
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Moreover, while demand for non-tire products 


such as foam rubber made of polyurethane used in 


furniture and transportation seating; and polyeth- 
ylene used in making a variety of packaging materi- 
as; as well as footwear, floor t.ling and the like 
seems certain to grow in line with the general econ- 
ony, it scarcely is probable that dynamic gains 
achieved in the recent past can be duplicated with 

ficient rapidity to warrant such high earnings 
appraisals as have been applied in the Jast few 
years. As recently as a dozen years ago, price-earn- 
i igs ratios in the tire industry ranged around 3 to 5 
tmes average profits. More recently appraisals at 
15 to 20 times earnings were not uncommon for the 
} opular rubber stocks. 

Without intending to imply that stocks of leading 
| ibber fabricators are attractively evaluated in the 
niarket, one is justified in discussing the industry’s 
| rospects and setting forth latest available statistics 
(1. which independent appraisals may be made. A 

irvey of current developments and trade conditions 

ould show that the outlook is reassuring for a 
mtinued high level of consumer demand for tires 
s well as non-tire products and that sales and earn- 
igs this year for principal companies should com- 
ire favorably with 1959 results. The background, 
ierefore, is not discouraging and would not in itself 
ictate a pessimistic viewpoint toward representa- 
ve stocks. If the generous evaluation to which in- 
estors seem to have become more or less accus- 
ymed persists, then the stocks may do no worse 
iarketwise than the general average. 

New Tires—In considering the outlook for the 
roup, first attention should be directed toward the 
ire business, since the volume of shipments and the 
eneral trend of profit margins on this segment of 
he industry largely determine final results. In other 
vords, passenger car and truck casings constitute 
he bulk of sales. To begin with tires, therefore, it 
seems safe to say that moderately larger volume 
nay be attained in 1960. On basis of conservative 


feel justified in projecting original equipment busi- 
ness at about the same level as in 1959—which was 
fairly satisfactory for the “big four” in spite of 
keenly competitive marketing conditions. 

Replacement demand seems likely to register some- 
what greater improvement over last year in reflect- 
ing the growing number of motor cars in use that 
are more than two years old. It seems hardly neces- 
sary to point out that cars less than two years of 
age constitute a very minor market for replacement 
tires. It is important to remember also that for most 
of the smaller units in the industry replacement tires 
represent virtually the only kind made, since motor 
car manufacturers place the bulk of orders for origi- 
nal equipment with the larger fabricators. 

Outlook—Before discussing prospects for individ- 
ual companies, it may be well to review the outlook 
for the industry. Shipments of automotive pneu- 
matic casings this year are expected to approximate 
118 mill'on units, a new high record, which would 
compare with the 1959 peak of 112.4 million, rang- 
ing about one-third more than the average for a 
decade ago. The indicated increase of about 5 per 
cent this year is expected to be accounted for chiefly 
by gains in replacement demand and in original 
equipment for trucks and buses. Including tractor 
and implement tires, volume for this year is being 
estimated at 127 million, against about 120 million 
in 1959. 

With the benefit of a price increase on replacement 
tire Ss, as well as on original equipme nt, nore than 
offsetting reductions announced last July, margins 
should improve slightly in spite of wage inereases 
granted last year. Wide progress in automation has 
enabled manufacturers to increase output with 
fewer employees. Raw material costs have moved 
higher and transportation has become more ex- 
pensive, posing problems for management in sus- 
taining profits. More satisfactory margins are at- 
tained on non-tire items, especially new chemical 
products. 



































‘stimates of new car production this vear, one may Although progress (Flease turn to page 221) 
Statistics of Leading Tire & Rubber Companies 
Earnings Per Share Dividends Per Share 
Cash Earn. Ist Quarter Current 
1958 1959 Per Share Earnings Per Share 1958 1959 Annual Recent Div. Price Range 
1959 1959 1960 Div. * Price Yield 1959-60 
Dayco Corp. ! .............. $1.18 $2,092 $4312 $ 243 §$ .23% $1.40 $1.40 $1.406 24 5.9% 3634-24 
Firestone Tire & Rubber 2.08- 2.45- 3.98° 553 515 86° 86% 1.00 36 2.7 5058-35" 
General Tire & Rubber ....... 2.064 4.841 7.64% 1.16° 1.165 706 776 1.00 61 1.6 8634-4416 
Goodrich (B. F.) ............ 3.95 4.18 6.59 1.15 1.01 2.20 2.20 2.20 71 3.0 1031-70 
Goodyear Tire & Rubber . 2.03 2.29 3.79 52 N.A. 8.06 826 .90 38 2.3 5114-36 
Lee Rubber & Tire ....... 2.122 1.782 2.612 423 198 1.20 1.20 1.20 18 6.6 3012-173 
Seiberling Rubber .......... 1.87 1.72 3.55 32 N.A. 65 955 1.00 18 5.5 253-16" 
U.S. Rubber .... 3.05 5.30 10.46 1.55 1507 2.00 2.05 2.20 54 4.06 9%8-4534 
*—Based on latest dividend rate. 14/1/1960; formerly Dayton Rubber Co. *__Year ended Nov. 30. 
N.A.—Not available. 2—Year ended Oct. 31. 5_Quarter ended Feb. 28. 
3—Quar. ended Jan. 31. 6 _Plus stock 
7__Estimated. 
Company Ratings 
RATING RATING 
Dayco Corp. c2 Goodyear Tire & Rubber Al 
Firestone Tire & Rubber A2 lee Rubber & Tire B4 
General Tire & Rubber cl Seiberling Rubber B4 
Goodrich (B.F.) Co. Al U.S. Rubber BI 


C—Speculative. 
D—Unattractive. 


RATING KEY: A—Best grade. 
B--Good grade. 


3_Earnings up from the lows. 
4__Lower earnings trend 


1—Improved earnings trend. 
2—Sustained earnings trend. 
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Dividends 


Cash dividend payments in the 
aggregate showed a year-to-year 
gain of 7% in the first quarter, 
but of only 5° for the month of 
March. The latter is a heavy 
month for quarterly disburse- 
ments, along with June, Septem- 
ber and December. At the start 
of the year the consensus of 
guess-estimates was that full- 
year payments would show a rise 
of 10% to 15%. A gain in the 
range of 8% to 10% now seems 
a more reasonable expectation. 
However, even that much _ in- 
crease will hinge on _ late-1960 
business conditions and _senti- 
ment, as translated into the year- 
end extras. 

Low-Priced Stocks 

The “cat and dog” section of 
the list has topped cut ahead of 
the industrial average more often 
than not, but with enough excep- 
tions to make variations in pub- 
lic enthusiasm for the lowest- 
price stocks of debatable baro- 
metric significance. In the ““New 
Era” nonsense, speculation § in 


214 


ror PROFIT ann INCOME 


“cats and dogs” reached its crest 
in 1928 almost a year ahead of the 
general market. The top-out lead 
in 1946 was nearly five months. 
In the present instance it was 
roughly nine months—last April, 
against early January of th’s year 
for the industrial average. On the 
other hand, there was no signifi- 
cant timing difference at the 1937 
top or the 1948 top, or the 1956- 
1957 triple tops. Over the whole 
period of major market rise from 
mid-1949 the “cats and dogs” did 
not go to town in spectacular de- 
gree until 1958 and the forepart 
of 1959. The three points of 


























widest excess were late 1928, 
early 1946 and the Spring of last 
year. The first two instances were 
followed by exceptionally huge 
declines in lowest-price specula- 
tions. In the present one it seems 
unlikely that the full penalty has 
been paid, despite a decline about 
twice that of the industrial aver- 
age at the 1960 lows to date. It 
could well go much further, es- 
pecially if the industrial average 
should again affirm a downtrend 
by breaking its March low. 
Disenchanted 

lose 


A “glamor” stock can 





| INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1959 1958 
Amerada Petroleum o...........ccccccccccccceesceeecceeseeee Year Dec, 31 $3.81 $3.56 
TT Year Dec. 31 4.48 2.80 
Fae ence nt Sep een Year Dec, 31 2.17 1.88 
Ie I IIE MIR: ocncxaineccanncacnssqnntienintabionnis Yetr Dec, 31 1.77 Al 
STINITITITT TIED» snclincanssdbsisdahiedediandatietbuiteisommtineniicineiantelakae Year Dec. 31 4.54 3.08 
MINN FINI. crsvccccnedacinemsienesacieanicn Dec. 3! 2.60 1.74 
Phillips Petroleum Co. .................. ciaceaiasesaiiiensdaa Dec. 31 3.05 2.45 
I Year Dec, 31 1.26 89 
REN NEIEIIINY IDG: asnsccrisiicnssinainsenvszabeinahiiainilitasaione Year Dec. 31 3.95 3.57 
I III 150 ssniessceisssietaccnsnesaieninenpipieneeibinannete Year Dec, 31 2.74 2.14 
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favor fast when it has run too 
far ahead of earnings and holders 
begin to wonder about basic long- 
term uncertainties. One conspicu- 
ous example is Thiokol Chemical, 
a leader in making missile en- 
gines and propellants. The stock 
was a sensation for some time, 
rising from a 1957 low of 6%, 
(: djusted for splits of 2-for-1 in 
1958 and 3-for-1 in 1959) to a 
May, 1959, high of 72. But from 
the latter point to recent low of 
2°14 it was off over 47%. Earn- 
irgs rose from $0.30 a share in 
1°56 to $1.21 in 1959. They might 
b. up moderately this year. The 
e« mpany has been paying small 
sock dividends (2% last year) 
s nee 1954, retaining cash. At its 
top, the stock sold at about 60 
times 1959 earnings. It may be 
e-ound 30 times 1960 earnings 
row. Profits hinge primarily on 
( overnment business. The latter 
riay be good for some years— 
tut an endless rise in output 
end stockpiling of missiles seems 
unlikely. Keep in mind what hap- 
pened to the earlier speculative 
popularity of aircraft and ura- 
uranium stocks. 


Ampex 


Ampex Corp. is another “glam- 
or” stock whose recent market 
performance has been unglam- 
orous. The company is a leader in 
the magnetic tape field and in re- 
cording equipment. About half of 
sales are to the Government. 
Growth prospects still look prom- 
ising. But nobody can say what 
the ultimate potentials might be, 
since technological and competi- 
tive factors could change. Adjust- 
ed for splits, the price of the 
stock ran up from a 1956 low of 
1% to a November, 1959, high of 
455. Recently around 31, the sell- 
off approximated 32%. Probably 


in the vicinity of $0.60 a share 
for the fiscal year ended April 30, 
earnings about tripled in three 
years from 1956’s $0.20. No divi- 
dends are being paid. At the high 
the stock sold around 76 times 
earnings. It is still discounting 
possible growth for a goodly and 
rather conjectural distance into 
the future. We prefer stocks with 
easier-to-figure growth and with- 
out a big price for “glamor.” 


What Price Growth? 


You run into plenty of compli- 
cations in trying to pick growth 
stocks. Growth rates in earnings 
are usually figured as the average 
over a reasonable period of years 
because, without a record, the in- 
vestor is largely at sea in trying 
to project the future. But in es- 
tablishing a growth record, a 
great deal depends on the number 
of years covered and on the start- 
ing year. Again, without any bell 
being rung, growth may slow or 
halt, perhaps temporarily, per- 
haps “for keeps.” Finally, where 
growth stocks are well regarded 
in the financial community, the 
more likely is it that they will be 
priced accordingly, if not too 
high. An ironical fact is that some 
equities classed as primarily con- 
servative income issues actually 
qualify for growth-stock classifi- 
cation. 


Examples 


Comparing estimated 1960 
earnings with those of pre-war 
1939, growth of Reynolds Tobac- 
co is 284%, that of Scott Paper 
384%, that of Minneapolis-Honey- 


well 1,000%. But if you start 
from 1952 it becomes 238% for 
Reynolds, 89% for Scott and 
266% for Minneapolis. If you 


take it for four years through 
1960, it becomes 94% for Rey- 


__——————————————————————————— 


Combustion Engineering 
Kress (S.H.) & Co. 
Lockheed Aircraft 
Atlantic Refining Co. 
Moore-Mc Cormack Lines ......... 








Chesapeake & Ohio Rwy. .o.......ccccccccccenseeeee 
Republic Aviation Corp. ................ 
United Biscuit Co. of Amer. 
Temco Aircraft Corp. ............ 


Dentists Supply Co. N. Y. .. 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 











1959 1958 
anilidahdlierainsaaniaaic Year Dec. 31 $2.10 $2.57 
Year Dec. 31 .80 2.03 
Year Dec, 31 1.24 2.92 
Year Dec. 31 3.19 3.86 
Year Dec, 31 .62 2.28 
Year Dec, 31 5.60 6.36 
cere. Year Dec. 31 2.37 3.48 
siliaiaiistiaaiin Year Dec. 31 1.54 1.85 
seninineneiiiapnadinabin Year Dec. 31 .68 1.50 
siadniaapiiaia Year Dec. 31 1.51 2.16 

a ———_—————— 








ES TT. 


MAY 7, 1960 


nolds, 23% for Scott and 54% 
for Minneapolis. On the latter 
comparison, growth for Reynolds 
—the income stock—has accele- 
rated, that for the other two has 
slowed. Before the end of this 
year, Reynolds probably will have 
raised its dividend for seven con- 
secutive years for a total gain of 
at least 140%. Scott probably will 
raise again for six out of the last 
seven years, for a total gain over 
the period of perhaps 80%. Min- 
neapolis with four boosts since 
1953, totalling 90%, might stand 
pat. Reynolds is priced around 13 
times likely 1960 earnings, Scott 
around 25 times, Minneapolis 
around 32 times. We do not say 
that Reynolds is cheap—it was 
much cheaper when initially rec- 
ommended here nearly three 
years ago. But compared with 
it—on a reasonably conservative 
viewpoint—the other two, gen- 
erally classed as growth stocks, 
look high. 


Strong 

Stocks in technically-indicated 
uptrends at this writing include: 
American Broadcasting - Para- 
mount, American Optical, Beck- 
man, Beneficial Finance, Equit- 
able Gas, Florida Power Corp., 
Grant, National Dairy, Norwich 


Pharmacal, Ohio Edison, Okla- 
homas Gas & Electric, Pepsi- 
Cola, Trane, Reynolds Tobacco, 
Walgreen, United Biscuit and 
Winn-Dixie. 
Good Value 


Among utilities, Central IIli- 
nois Public Service appears at- 
tractive at 4914, yielding close to 
3.9% from a $1.92 dividend rate, 
recently raised from $1.76. From 
$1.20 in 1954, it was boosted in 
each subsequent year excepting 
1957. Earnings rose to $2.70 a 
share last year, from 1958’s $2.57. 
The indicated growth rate sug- 
gests $2.90 to $3.00 this year; and 
perhaps $3.75-$3.90 within four 
years, since the management an- 
ticipates completion of its pres- 
ently scheduled expansion pro- 
gram by 1964 without additional 
equity financing in the mean- 
while. Over this period, dividends 
could well rise steadily to the 
$2.40-$2.60 range, in line with 
past payout policy, for potential 
yield of 4.8% to 5.1% at present 
price. END 
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= - THE BUSINESS FORECASTER OF PRODUCTIVE ACT IVITY 
| 7 
_ Business : yi f ¢ 
- Industrial Production 160 
Trend FRB INDEX 1947-1949-100) 150 FRO 
140 — © 140} | brun 
Forecaster ee 100 |] tore 
1a ce 
INTERESTING TO no ) was 
NOTE Sharp di- 100 
vergence between om THE TREND FORECAS wa bral 
industrial output - 
and underlying busi- 80 —_—_;-— —r —-—— 80 ow 
ness trends in early a RELATIVE STRENGTH MEA SUREMENT* eae t ie 
1960, denoting heavy “4 : 444 ons 
accumulation of in- oo.) m be 
ventories. + eee 
AO! 
$| . . | tab 
1951 2 =, 1959, We y i955 3 5) 9 19589 +1989’ 1960S rale 
with 
Latest figures are preliminary. offs 
7 i 
Wis the many revolutionary changes in our economy. This we have done in our Trend Forecaster (developed | 
it was evident that various indicators previously used should over a period of several years), which employs those indicators COA 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to 
rately forecast developing business trends. most accurately project the business outlook. seas 
r As can be seen from the chart, industrial activity in itself suce 
COMPONENTS OF TREND FORECASTER is not a true gauge of the business outlook — the right answer tinu 
‘ ~ clasntaaiaiiabitiian can only he found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
New changes direction up or down a corresponding change in our _— 
Incorporations(>) ~ | economy may be expected several months later. 
Lanne \| 29 154 The depth or height of the developing trend is clearly pre- 
ot’, wo *: sented in our Relative Strength Measurement line, which re- i] 
, % S442 flects the rate of expansion or contraction in the making. When } 
Stock Prices | particularly favorable indications cause a rise that exceeds Hl enue 
(MWS Index) plus 3 for a period of time, a “~y advance in general busi- j] OLA 
Ws F. al ies | ness is to be expected. On the other hand, penetration of 200 
¢ minus 3 on the down side usually precedes an important con- 
o” traction in our economy. 
330+ 14,8 We believe that subscribers will find our Business Trend 190 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 
Surable Goods Raw Industrial | 
Commodity Prices ° ° 
| 12.3 New Orders cep ty | Current Indications of the Forecaster we 
Billions of dollars seneee P | 
Pe i, ai ' ee 
ond, ——— “915 | A plurality of the components of the Trend Fore- 
ome caster continued to decline in the latest period, al- 170 
82.3 a though most decreases were moderate. In the latest 
39.27 Average Hours Sustnses Failures — Liabilities (») month for which data are available, four of the 110 
Worked onset Doliors) | | indicators were falling, twe were advancing and two 
merted. | held unchanged. Among indicators still continuing 
ee a, ee previous downtrends were stock prices, average 
| wry ‘de 4 |  “_ — Wane Ri. cine re Eiiae 100 
| 61.4s.6" wetu OM wanes Me07 hours worked and commodity prices, while business 
ae = ie failures (inverted) dipped after earlier improve- 
| aw | eee oe | ment. Both new orders and nonresidential construc- 9 
| 1.06); 4" “Housing Starts “eee 112 | tion contract awards were higher, but the latest new 
| ee ee order figure is for February and the gain is of only 
Construction Contracts (a) | one month’s duration. Housing starts and new in- 
1.81 BILLIONS OF DOLLARS | | | corporations remained unchanged in March, well be- 
[sr ~~ | low previous peaks. 
we! | | ee a+ tMAM 4 On the basis of actual or estimated trends of the 
| JJ phy NDJFMA yi, ASON 1960 ind‘cators, the Relative Strength Measure remains 
—_____—____—___ ——————— } at the minus one level for the second month in a 
(1)—-Seasonally adjusted except stock and commodity prices. row and continues to signal a period of business — 
=~ t . . ta. : Hf 
ares ft ay. A adjustment but no sharp decline. 
MA 
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CONCLUSIONS IN BRIEF 


FRODUCTION-—Steel and consumer durables bearing 
brunt of output cutbacks, as a result of mounting inven- 
tories in these sectors. Production of industrial equipment 
continues at high level, in line with indicated expansion 
in capital spending. 


*RADE—Retail sales are making good comeback and are 
ow running close to the $18.3 billion monthly peak 
f last July, but price cutting in appliances and other 
onsumer goods is plaguing businessmen. 


AONEY & CREDIT—Money rates are beginning to 
tabilize after sharp gyrations of recent weeks. Counter- 
2»alancing influences will prevail in the months ahead, 
with increased borrowing to finance capital spending 
offset by a tendency to hold inventories to a minimum. 


COMMODITIES—Commodity prices simmer down after 
seasonal bulge. Price cutting in a few lines should be 
succeeded by firmness, as wages and other costs con- 
tinue their rising trend. 
































































































































































































































| 
MONEY AND BANK CREDIT 
i} (All Commercial Banks) 
| BILLION 
|} DOLLARS 
| 2 TTI TTT 
“THI TTTI 
Barr ; | | } 
Ht i | | | L 
199 5 TOTAL LOANS . eaves TRANTS | , 
cole te 
- | | me 
114 
180 ™ THE ACTIVE MONEY SuPPLy*| | '° 
| | (seasonally adjusted)| | | 
| an right 
170 meee 140 
| 
10 44-444 130 
1 | | —— 
1} td | Pa 
| | TOTAL LOAN La 
100 Scole left + 1 Seas eeeee 
rly | ri yy d 
9 | ! UE 
| INVESTMENT IN U.S. GOVERNMENTS 
Scale right | | | | 
a | 11 bes 
= TY rt | 
| | 
| 
= % 
JASONDJFMAMJJASONDJFEMA 55 
| 1958 1959 1960 | 
*Demond deposits of all banks plus currency outside the banks 2 
MAY 7, 1960 
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HE haze surrounding business prospects for the 

months ahead is beginning to lift, although it 
may take some weeks more for the picture to emerge 
in fuller perspective. What is already abundantly 
clear, however, is the fact that the cross- 
currents now visible add up to a sidewise movement 
that may continue for som 
yromise of being followed 


broad 


for business as a whole, 
time but which gives little | 
by another vigorous upWard surge. 

It must be the business upturn, 
which started twenty-four an aging 
one as recoveries go and has lost a good deal of 
its momentum. The question now intriguing ana- 
lysts is whether the economy can remain on its cur- 
rent high plateau for some time, or whether a 
rounding-off and decline are just around the corner. 

The life expectancy of a business upswing can 
often be gauged by studying the of de- 
velopments within individual sectors of the economy. 
As the expansion proceeds, each phase has its own 
characteristic pattern and provides an invaluable 
guide to the future course of business. Thus, in a 
typical expansion period, the early and micdle stages 
are characterized by vigorous and almost universal 
advances in most sectors of the economy. In the 
later stages, however, sensitive leading business 
indicators begin to falter and turn down, while the 
late indicators—such as capital spending and con- 
sumer outlays, among others—display vigor. 

The current cycle has followed the typical pattern 
with few variations, despite temporary distortions 

(Please turn to the 


remembered that 
months ago, is 


sequence 


following page) 
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Essential Statistics 


























































































































— 
| 
Latest Previous Year PRESENT POSITION AND OUTLOOK 
THE MONTHLY TREND | Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION® ¢ (FRB) .... | 1947-'9-100 | Mar. 165 166 157 introduced by the prolonged stee! _— 
Durable Goods Mfr. .........ccccsscseseses 1947-"9-100 | Mar. 176 178 165 strike. Thus many of the indicators | 
Nondurable Goods Mfr. ..........:.00++ 1947-'9-100 | Mar. 157 157 157 which move the earliest, including ]| 
Mini 1947-'9-100 | Mar. 123 125 126 ir gg ts te . atin sm i 
= el el oe es ee, a 
RETAIL SALES* $ Billions | Mar. 18.0 18.1 17.5 ii on io ws ; : mor els in 
a nang P - 
Durable Goods $ Billions Mar. 5.9 6.0 6.0 ig ip en Pad a ag fess ever a 
Nondurable Goods ............000« pounia $ Billions =| Mar. 12.2 12.1 is | been trending ” . a ‘ a 
Dep’t Store Sales 1947-'9-100 | Mar. 142 140 138 since. In recent months, while mos 
evanindisieienalimame een sectors of the economy have re- ‘ 
MANUFACTURERS’ mained in a sidewise or downward = 
New Orders—Total* $ Billions Feb. 30.6 29.8 29.7 trend, capital spending has moved Tas 
Durable Goods eeeccceee $ Billions Feb. 14.8 14.2 14.9 upward and further increases are Dis 
Nondurable Goods $ Billions Feb. 15.8 15.6 14.8 in store, judging by the high level oe 
CII cccentrenssccscsncsseonscseme w- | $ Billions | Feb. 31.6 31.1 285 | of appropriations for this purpose sa 
Durable Goods ..............s.ce:sssesesees $ Billions Feb. 15.7 15.5 13.9 and the record placement of con- [ORP 
Nondurable Goods ...............0000---« $ Billions Feb. 15.9 15.7 146 | tracts for industrial plant con- > 
= | - . o1 
BUSINESS INVENTORIES, END MO.*.. |$ Billions Feb. 91.4 9.5 860 a a ny eee — 
Manufacturers’ ....cccssssssosssssssesesseeseee $ Billions Feb. 53.9 53.3 49.9 ; q pont ned le 1 of : 
onlin , aie : % 
Wholocwbers’ cecsescseeseeeseseseseseneeenes $ Billions Feb. 12.8 127 11.9 | reveale he Sustaine ot . pon | | 2LAN 
TT $ Billions | Feb. 24.7 24.5 24, | Sumer buying ee ions = and} | 
Dept. Store Stocks .......cccccccsssesee-. . | 1947-'9-100 | Feb. 157 161 150 actual spending has begun to rise 
- a Doin after a slow start. While improve- — 
CONTRUCTION TOTAL *® ooo... occecccseen $ Billions | Mar. 4.4 45 47 ment in these latter areas will help 
I sclciesciinsciteithiasiishaty $ Billions = Mar. 3.1 3.2 3.2 | to counterbalance business declines | | | ——- 
I cee ceoactiaae ala $ Billions =| Mar. 17 1.8 1.9 elsewhere, these gains are typical || | Mws 
| De eee rere $ Billions = Mar. 1.4 1.4 1.3 of the late stages of a boom and aan 
Housing Starts*—a .........ececeeseeeeees Thousands = Mar. 1115 1115 1403 can not be viewed as the start of a Auto 
Contract Awards, Residential—b...... $ Millions = Mar. 1294 988 1541 new business advance. Paper 
All Other—b seeeeenreeceeeeseeeresceseeseseses $ Millions Mar. 1753 1252 1799 The broad plateau on which a 
LEMON, 5 ° ° . Electr 
business is r res “an ad- ; 
meaeanaiii ousiness is now resting can ad Freig) 
<ne8 . mittedly last for many months and Engin 
ET enn Millions Mar. 64.3 64.5 63.8 ° pt D 
a. sl there are few indications as yet epa 
III” sinscciscsstonidausdinansiitilsapaniadieniaialéi Millions Mar. 52.3 52.3 51.1 . Deme 
Gc vi : that we are due for a setback in . 
i Millions Mar. 8.6 8.3 8.1 Busin 
Sendo ® aa the near future. The later stages 
ERED * .nccncssessseveccnssvessesncosessacasosease Millions Mar. 11.3 11.3 11.1 f tl d | hel *Sea: 
roar r 2) »VWeY ag 
Factory * pebsaiibaina .. Millions Mar. 12.5 12.5 12.5 | of the upward cycle, nevertheless, dispo 
Hours Worked ...cccccsccscsssesssenen Hours Mar. 39.6 39.8 4o2 | can quickly give way to recession cente 
Neurly Serings Dollars Mar. 2.29 229 222 | and that is why developments must Dept. 
Weekly Earnings «0.0... Dollars Mar. 90.68 91.14 98924 | be watched carefully for indica- 
peseeetaenenticteaedetenatl | tions that the current phase of the 
PERSONAL INCOME® ooo ccc $ Billions | Mar. 394 393 375 | cycle is coming to an end. No. « 
Wages & Salaries ...........cccccecccceceeenee $ Billions | Mar. 269 269 254 ** * ** eens 
Proprietors’ Incomes ..............sses00-- $ Billions | Mar. 58 58 59 ' . 1 aa 
Interest & Dividends ....................... $ Billions Mar. 38 38 34 pooner . as 9 ges = ies 
PINTO FIIIINS cscecencsccnsrescnicveseres $ Billions Mar. 28 27 27 a ae lee »” ‘d mt “1 > Gane 4 
I i | $ Billions Mar. 14 15 17 oping quarter and reacned ¢ gy 9A 
_ iactietedcates pita billion at annual rates, according 7A 
CONSUMER PRICES ooo. occccccccccssseeee 1947-'9-100 | Mar. 1257 1256 1237 | to estimates by the Council of Eco- ; : 
Food eihiiibiasiian 1947-’9-100 | Mar. 117.7 117.4 1177 nomic Advisers, but the gain was 5A 
III esinciihaphinnseticinhiibaeciniictbiae 1947-'9-100 | Mar. 108.8 1083 1070 | not as encouraging as it seemed. In 5A 
Housing a | 1947-"9-790 | Mar. 131.3 130.8 128.7 the first place, $1.7 billion of the 7 
——_____— —| —| —— ——__— increase reflected higher prices, , 
MONEY & CREDIT cag er . 6c 
aidnemaaiinenaien so that physical volume actually ac 
Bonk Debits* onallieg : — a N11 1108 112.1 | yose by $12.8 billion. Furthermore, 4c 
= pares eocccccccccccccoes $ Billions Mar. 96.8 99.7 89.4 no less than $9.0 billion of the ad- 9C 
Business Loans Outstanding—c........ $ Billions | Mar. 31.9 31.1 32.3 a a“ eae ee 5c 
vance was represented by inven- 
instalment Credit Extended* .......... $ Billions Feb. 4.1 4.2 3.9 4 , .< 
‘ os tory accumulation, a rate that can- 2D 
Instolment Credit Repaid® ................ | $ Billions Feb. 3.7 3.8 3.5 ; 7 
te acs ee . " not be long maintained. Of more 3D 
FEDERAL GOVERNMENT fundamental significance was the a 
Budget Receipts $ Billions Feb. 7.3 4.9 6.6 $1.6 billion gain in net exports, the 3 Fi 
Budget Expenditures ..............ccc.00-: $ Billions _—‘ Feb. 6.2 6.2 6.3 $3.8 billion growth in personal con- 5 Fi 
Defense Expenditures ...................... $ Billions Feb. 3.7 3.5 36 | sumption expenditures (although 3 F 
Surplus (Def) cum from 7/1 ............ |$ Billions | Feb. (5.8) (6.9) (13.0) $2.1 billion of this was in the eco- 
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msi 
OOk QUARTERLY STATEMENT FOR THE NATIONAL ECONO 
. MY 
ee FS PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Retes —e a 
stee! |} : 
tors | f —1960— 1959 as nomically less important field of 
ding |} SERIES Quarter Quarter Quarter Quarter services) and the $1.8 billion im- 
anc . ' Vv mi ! provement in outlays for nonresi- 
ed a ones ony wee a 498.0 483.5 478.6 47o0.4| dential construction and _pro- 
Sate ersona pti 320.8 317.0 313.3 303.9 lucers’ ‘able equi > 
have Private Domestic Invest. ..........0-00-000 77.5 69.7 67.0 70.0 ducers’ durable ¢ agen nt. 
ever || aoe TR 10 arr 00 09 Among the areas which were 
nost Government Purcha¥es nnn 98.7 97.4 98.4 97.4| strong in the first quarter, exports, 
; era am 52.2 52.7 53.6 53.8 ‘apital spending and cons 2 
re- |) Seat & taent capital spending and consume 
veal 46.5 447 44.8 436! outlays are exported to register 
oved pny Rang ~ 393.1 386.8 381.0 3718] further gains in the months ahead, 
n . ° . ° 
ave Hi a ax Payments ............0000 477 46.1 45.8 44.4 but inventory rebuilding will un- 
Disposable Income ............0+ 345.4 340.8 335.2 327.4 : Ty; ; 
evel Consumption Expenditures 320.8 317.0 313.3 3039 | ‘oubtedy decline. With stockpiles 
pose Personal Saving—d .cseooccesees 24.6 23.7 21.9 235| already at, or above, optimum 
con- SORPORATE PRE-TAX PROFITS ........ ae 46.4 ws| levels in many fields, the end of 
con- Corporate Taxes 226 226 inventory accumulation would 
Comneate Us SD ccnnitintinisieneneae 23.8 22.8) mean a $9.0 billion cut in the gross 
viden PTGS crcetssssesssnsesscczecenesees 13.6 13.6 13.4 12.8 ati al . + This w rm § 
ave a... ao + national product. This would go a 
iis WE sania ie nies long way towards offsetting ad- 
port | OUTLAYS .......... 35.3 33.6 33.4 30.6} vances elsewhere, so that it will be 
ses difficult for GNP to show signifi- 
ra 7 THE Wea TREND cant increases from first quarter 
.elp mer aon” Soko ae levels, during the rest of the year. 
nes | | Unit Ending Week Week Ago . 
ical MWS Business Activity Index*.. | 1935-"9-100 | Apr. 16 315.3 315.9 309.9 COMMERCIAL EXPORTS from the 
and soon ee capita’...... 1935-'9-100 | Apr. 16 229.0 229.7 229.1 U.S. zoomed in March. to $1.670 
: OdUCHION .....cseeseeeeeseernee | % OF Capacity Apr. 23 80.9 78.1 93.5 eae ye , aa. 
fa Auto and Truck Production ....| Thousands | ro 23 178 170 171 million, a three year high and 
; a Production eshte Sousuns tess | Agr. 16 | 208 317 323 21% ahead of a year ago. This is 
‘ich es — Orders ....... Thousand Tons | Apr. 16 300 299 288 a step in the right direction but it 
a. lectric Power Output .... 1947-'49-100 | Apr. 16 | 267.3 2708 252.8 “fone 
Freight Carloadings ................. Thousond Cars | Apr. 16 | 623 598 634 does not mean immediate solution 
ind Engineerings Constr, Awards ....| $ Millions Apr. 21 758 398 314 of our balance of payments deficit 
yet Department Store Sales .......... 1947-'9-100 Apr. 16 156 153 132 which is still running at a $2.5 
in oe a — Apr. ‘ = a 62.0 billion a year rate. 
yes — umber pr. 14 3 304 
SS, P mae ay adjusted. (c)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
ion isposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
ist — (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. (t)—Revised index. Other Sources: Federal Reserve 8d., Commerce 
z ept., Securities & Exch. Comm., Budget Bureau. 
<~ a 
the THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
No. of 1959-'60 1960 1960 | (Nov. 14, 1936 Cl—100) High ok 
: . y —_ 9 Low Apr. 14 Apr. 22 
wee (1925 Cl.—100) High Low Apr.14 Apr. 22 | High Priced Stocks 306.7 268.4 282.1 278.4 
= Composite Average 492.4 436.9 446.3 437.9 Low Priced Stocks 665.9 579.0 589.8 579.01 
he 4 Agricultura! Implements ....... 492.4 356.2 368.1 368.1 5 Gold Mining ............++ 1064.2 853.0 1013.5 993.2 
30 3 Air Cond. (‘53 Cl.—100) ...... 137.2 110.5 119.9 118.6 4 Investment Trusts ...............++ 190.6 150.1 153.5 150.1 
5. 9 Aircraft (27 Cl.—100) ......... 1375.1 895.1 917.2 895.1L | 3 Liquor (’27 Cl.—100) ............ 1624.8 1233.6 1263.7 1233.61 
ng | 7 Airlines (27 Cl.—100) ......... 1429.4 780.7 824.7 780.71 7 Machinery ..........-00eceeees ee 563.2 452.4 491.9 476.2 
*0- : penrmanetsae (‘53 Cl.—100) ..... a 392.0 479.6 448.3 3 Mail Order ..... es 253.1 405.1 396.0 
ts 6 200.5 243.4 241.2 4 Meat Packing ....... eienioutan 277.1 204.4 248.5 248.5 
as ; . 9 
I 5 Automobile Accessories ........ 541.9 413.4 482.3 466.0 4 Mil. Fabr, (53 Cl.—100) ..... 211.2 178.5 184.6 178.5L 
n 5 Automobiles -ancrevocncrnrncer 156.8 93.7 126.2 1216 9 Metals, Miscellaneous ........... 409.6 332.0 339.4 332.01 
he 3 Baking ('26 Cl.—100) eee 41.3 28.5 36.0 34.0 0b I cictentierenienivrenns 1310.5 994.8 1045.8 1020.3 
2s, r! — a 1172.3 1251.3 1225.0 BB FRR IIIID cnccscncencccesctsccccssccsens 885.5 639.1 661.7 654.2 
: Se =5 . 689.4 721.4 713.4 | 16 Public Utilities ............. 365.4 334.9 355.5 355.5 
ly 4 Coal Mining smn. 28.1 328 33.5 | 6 Railroad Equipment .... 104.1 86.9 938 918 
e, 4c cations ......... __ 229. 164.6 218.3 2183 18 Railroads ..... Se 60.0 61.3 60.01 
d- ? Construction ainieasiasiatitaianilie . 155.6 164.1 164.1 3 Soft Drinks ..... un 762.9 599.8 741.1 762.9H 
“a 5¢ 970.7 1012.5 1002.0 | 11 Steel & Iron .... —- G4 Wis 385.9 371.91 
5 Copper Mining ............-.0000+ . 280.7 301.7 29BA | GET cncecccccececcescrcccccccsccnccsssees 144.7 72.2 75.9 75.9 
2 2 Dairy Products ......... = r 138.8 160.7 163.8H | 2 Sulphur 863.3 556.9 581.7 594.0 
re 5 Department Stores 119.1 142.4 142.4 | 11 TV & Electron, ('27—100) ..... 111.3 65.6 107.4 105.2 
1e $ Drugs-Eth. (‘53 C.—100) ...... 475.4 379.5 MS «= Dt 6 RI retiterncnen 259.6 176.6 196.5 189.9 
- 5 Elect. Eqp. ('53 Cl.—100) ..... 369.9 268.8 358.8 355.1 | 3 Tires & Rubber 281.8 212.0 219.7 212.0 
‘ 3 Finance Comp 769.7 648.8 668.9 675.6 | 5 Tobacco 194.9 172.9 188.1 188.1 
- fee 470.0 406.3 428.3 423.8 | 3 Variety Stores ..............--0+0-+ 371.2 331.4 371.2 367.5 
h 3 Food Stores 279.6 244.4 270.8 268.2 14 Unclassif’d (‘49 Cl.—100) .... 295.1 239.8 263.5 260.9 
- H—New High for 1959-1960. L—New Low for 1959-1960 
— 
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| Trend of Commodities ‘ 
ee ae ow 
| SPOT MARKETS—Leading commodities were moderately lower FUTURES MARKETS—Commodity futures markets followed <i- 
in the two weeks ending April 22, giving up part of the gains vergent trends in the two weeks ending April 22, although} -——— 
of recent weeks. The BLS daily index of 22 commodities declining tendencies predominated. Soybeans, cotton, cocoa, ( 
| fell 0.8% during the period, with both foods and raw in- hides, rubber and zinc were lower while wheat, corn, coffee ( 
dustrial materials giving ground. In the latter group, hides, and copper improved. . Q in 
print cloth, rubber, tin and wool tops all declined, and only Wheat futures were moderately higher in the period under ' id 
burlap advanced. review with the nearby May option advancing 1! cents to) — 
Among the rank and file of commodities, some easing also close at 209. The Department of Agriculture reported that | tiv 
| was noted. The comprehensive BLS weekly wholesale price growers had redeemed some 86 million bushels of whe at ric: 
index, which had reached a new all-time high early in April, from the support program, prior to the March 31 deadline, ak 
gave up 0.2% in the fortnight ending April 19, with the main leaving 231 million bushels in the loan. If consumption con- | Foy 
components all declining. In view of still-rising wages and forms with recent estimates, supplies of “free” wheat will be tio 
other production costs, however. it is expected that manu- adequate to fill requirements unless a late crop upse‘s Slv 
factured commodities will strengthen in the months ahead. calculations. oth 
- _ 4 ter 
‘-_ — ; ica’ 
WHOLESALE COMMODITY PRICES | = 
130 ! » = 
130 , ves 
: als 
120 120 eT rrr ttt / hae 
_ 110 Non Farm Products ; e 
1947-49 = 100 » and 
All Commodities 100 HT that 
100 F- "1947-49 = 100 ome 
' —_ ured 
90 90 |) -ires 
| Such 
% ' distr 
80 80 Farm Products ee 
1947-49 = 100 arni 
70 7OTHTTTTSTITITT TTT IOTT \; om 
60 | 60 LASONDJ EMAMJ J ASONDJ FMAMJJASON| | sit 
EBM Bd UE REA td cente 
1954 1955 1956 1957 1958 1959 1960 1958 1959 1960 I} place 
ment 
~ 
oe ae = > lust? 
BLS PRICE INDEXES Latest 2Weeks 1Yr. Dec.6 | BLS INDEX 22 BASIC COMMODITIES 93 aes 
1947-1949—100 Date Date Ago Ago 1941 | 93 aie 
All Commodities | Apr. 19 120.0 120.2 120.0 60.2 | 91 (1947-1949—100) butio 
Farm Products | Apr. 19 91.2 914 92.4 51.0 plast 
Non-Farm Products | Apr. 19 128.6 128.9 128.3 67.0 | g9 porta 
22 Sensitive Commodities | Apr. 22 85.3 86.1 87.6 53.0 ficati 
9 Foods | Apr. 22 76.1 76.7 81.9 46.5 87 have 
13 Raw Ind'‘l. Materials Apr. 22 92.1 93.1 91.6 58.3 gene! 
5 Metals | Apr. 22 938 938 93.0 546 | 85 but | 
4 Textiles | Apr. 22 80.4 80.2 79.0 563 outp: 
83 the e 
MWS RAW MATERIALS SPOT PRICE INDEX oil F 
MWS SPOT PRICE INDEX 165 165 gr 
14 RAW MATERIALS te} 
1923-1925 AVERAGE-—100 _ 160 - been 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 recre 
155 155 ! 
cent] 
1960 1959 1953 1951 1941 150 150 | depei 
High of Year 160.0 161.4 162.2 215.4 85.7 i area 
Low of Year 157.5 152.1 147.9 176.4 74.3 . 
Close of Year 158.3 1521 1808 83.5 145 149 ane 
DOW JONES FUTURES INDEX fo 
16 160) non-1 
DOW-JONES FUTURES INDEX 1 # 
155 35 ideas 
12 COMMODITIES ience 
AVERAGE 1924-1926—100 115 150 accor 
1960 1959 1953 1951 1941 ob, 
High of Year 148.7 152.7 1668 215.4 84.6 
Low of Yeor 1445 1442 1538 1748 55.5 =— we a eA nies. 
Close of Year 147.8 166.5 189.4 84.1 : — 
MAY 
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How Resilient Are The Rubbers 





(Continued from page 213) 


in the tire industry is closely 

identified with that of automo- 

tive transportation, rubber fab- 
ricators appear destined to gain 

a larger share of the gross na- 

tional product through inten- 

sive promotion of plastics and 
other chemical packaging ma 
terials. Potentials in petrochem- 
icals offer encouragement for 
substantial growth and help 
explain a tendency among in- 
vestors to place higher apprais- 
als on stocks in this group than 
had prevailed a generation ago. 

@ Major tire companies own 
nd operate retail store chains 
that merchandise a wide line of 
utomotive products manufac- 
ured by others in addition to 
ires and other rubber items. 
3uch operations tend to assist 
listribution of replacement tires 
ind to contribute modestly to 
arnings of parent organizations. 
Emphasis on store merchandising 
is expected to expand in shopping 
‘enters where distribution of re- 
olacement tires is gaining mo- 
mentum. 

& Although the automotive in- 
lustry provides rubber manufac- 
turers with their most important 
mutlet, especially in retail distri- 
bution, the rapidly expanding 
plastics industry affords an op- 
portunity for growth and diversi- 
fication. Sales of rubber goods 
have expanded about in line with 
general manufacturing volume, 
but plastics and chemicals have 
outpaced most other segments of 
the economy. The furniture indus- 
try, for example, has been ab- 
sorbing greatly increased output 
of foam rubber and vinyl mate- 
rials. Whereas the latter have 
been used chiefly in dinette and 
recreation furniture, more re- 
cently manufacturers have been 
depending on vinyl for al) living 
area furniture. This development 
promises outstanding enlarge- 
ment of consumer markets for 
non-tire products. 

& Modernization of packaging 
ideas in distribution of conven- 
ience foods in supermarkets has 
accounted for a vigorous increase 
in demand for polyethylene film 
made by principal rubber compa- 
nies. Many other types of plastics 
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required in preparation of con- 
tainers and other kinds of pack- 
aging also have been developed in 
recent years as a result of em- 
phasis on synthetic rubber. These 
new materials have opened broad 
markets for the rubber industry 
that should tend to sustain vol- 
ume in periods of recession in 
automotive output and afford a 
stabilizing influence. 

& Enlargement of the nation’s 
automotive fleet of passenger cars 
and trucks also has contributed 
to stabilization of demand for re- 
placement tires. Wide fluctuations 
in sales that characterized the in- 
dustry a generation ago seem un- 
likely to return to plague manu- 
facturers. For reasons outlined 
here, it seems reasonable to think 
that exceptionally low price-earn- 
ings ratios of a quarter of a cen- 
tury ago generally applied to 
stocks in this group hardly are 
likely to be witnessed again. In- 
vestment enthusiasm over growth 
potentials of plastics and chemi- 
cals, however, gave impetus to 
appraisals that seemed too gener- 
ous unless other dynamic. new 
products are to be discovered in 
research laboratories. 

With this generalization of in- 
custry prospects, it may be well 
to turn to a discussion of indi- 
vidual companies. Principal stress 
should be placed on the five lead- 
ing representatives. In this con- 
nection, it is interesting to note 
that the exceptionally rapid ex- 
pansion has projected General 
Tire & Rubber into the select “big 
four” that dominate the industry. 
tate of growth in sales as well 
as in market behavior of this 
company has surpassed that of its 
more seasoned competitors. 

General Tire gained its impetus 
from diversification in activities 
other than tires and_ rubber 
goods. 

Following acquisition of the 
Yankee Network, Inc., operator 
of radio stations, in 1942, man- 
agement adopted a vigorous ex- 
pansion policy after the war. 
Among more than a dozen acqui- 
sitions, a controlling interest in 
Aerojet was obtained in 1953 and 
RKO Radio Pictures was added 
two years later. Out of these in- 
terests General Tire has expanded 
in national defense and enter- 
tainment fields. The upsurge in 
missile activity that built up 
Aerojet-General’s business to rec- 
ord levels accounted primarily in 
boosting the parent company’s 


sales to an all-time peak in 1959 
at $676.9 million. 

In fact, the California-based 
defense subsidiary accounted fo 
more than half of General Tire’s 
total 1959 sales. Aggressive mer- 
chandising has spurred tire sales 
in recent years. The company is 
in the forefront in testing “pay- 
TV” in a venture being under- 
taken in Hartford, Conn. 

Casings are distributed chiefly 
in the replacement and fleet mar- 
kets. Participation in original 
equipment business has developed 
only in the last four or five years. 
General is believed to be the larg- 
est factor in rebuilding casings 
for buses, trucks and other major 
transportation suppliers. A new 
camelback factory near Los An- 
geles is operating around the 
clock in serving fleet operators. 
The company’s nationally adver- 
tised Kraft system of tire repair- 
ing is regarded as one of the 
most efficient and widely accepted 
in the country. Principal com- 
petitors are reported endeavoring 
to install similar systems in an 
effort to capture a greater share 
of the “recap” business. 

Management has expressed op- 
timism on 1960 prospects, indi- 
cating that a_ record-breaking 
year is in the making. It would 
be the tenth successive year of in- 
creased sales. An all-time monthly 
record in tire shipments was 
achieved in February. 

Firestone Tire & Rubber, the sec- 
ond largest rubber company in 
sales volume, has doubled ship- 
ments in the last decade. Volume 
last year was handicapped, how- 
ever, by a strike lasting almost 
two months, Almost two-thirds of 
volume stems from tires, with the 
remainder being accounted for by 
a relatively large retail business 
in automotive supplies, mechani- 
cal rubber goods, foam rubber, 
chemical products and military 
business in the guided missile 
field. As a major supplier of orig- 
inal equipment for Ford Motor 
Company cars, Firestone has a 
strategic position in this activity. 
The company produces replace- 
ment tires for independent deal- 
ers as well as for oil companies 
under private brand labels. 

Earnings have ranged between 
$2 and $2.50 a share in recent 
years and dividends have risen 
gradually from about 75 cents a 
share to $1 annually, adjusted 
for the 3-for-1 split recently ef- 
fected. Stock splits of 2-for-1 
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Somewher 


This is the inside of the blast pit of one of the launcher buildings. in all six The U. S. Army Corps of Engineers is constructing this operational in 
of these buildings there are 1,040 tons of structural steel, 1,950 tons of rein- continental missile base in Wyoming. In front of the partially com») 
forcing steel, over 48,000 tons of concrete aggregate, blocks and cement, Launch and Service Buildings are Col. Sidney T. Martin, in charge o 
and 8,040 tons of mechanical steel items. struction, and Maurice K. Graber, a construction engineer for the Co 





Fuel lines and process piping are Stainless Steel and operate at pressures The Atlas is powered by a cluster of liquid propellant rocket engines #f 


up to 15,000 psi. The pipes are kept almost surgically clean to prevent con- burn liquid oxygen and RP-1, a kerosene-like hydrocarbon fuel. 192 press 
tamination of fuel and subsequent malfunction. Vapor degreasing and tanks fabricated from alloy or Stainless Steel plate at this site store ‘iq 
chemical cleaning processes are used on the pipes. and gases—liquid oxygen and nitrogen and helium gases which are u 


to inject the fuels into the missiles. 








a 
fal | EC, on one of Wyoming’s plains, you’! 


find the strangest government housing project 
ever built. Six concrete and steel buildings are 
ional i § yom oF, < being constructed to house Atlas missiles. The 


com le 


fa oF 3 site is one of the operational intercontinental 
; | missile bases to be operated by the Strategic 
Air Command. This base is being constructed 
on the surface. Others will burrow deep into 
the earth. 

Generally, the missiles are all you ever hear 
or read about. Actually, they’re only a small 
part of the missile program. Most of the man- 
power and material go into ground support 
equipment. There are over 11,000 tons of steel 
and over 48,000 tons of concrete aggregate, 
blocks and cement in the six launching service 
buildings at this site alone. 

United States Steel can supply virtually all 


of the material for a missile program—carbon 


steel, high-strength low-alloy steel, ultra-high- 


strength alloy steels, Stainless Steel, steel fence, 
electrical cable, cement and wire rope. 
The success of our whole missile program 


depends upon these materials. 


(iss) United States Steel 
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each took place in 1951 and again 
in 1955. With more stable opera- 
tions in prospect this year, as- 
suming no repetition of strikes in 
the tire and steel industries, op- 
erating results promise to prove 
more satisfactory than in 1959. 

Goodyear Tire & Rubber Com- 
pany ranks as the world’s largest 
fabricator. This concern has 
stressed diversification in the last 
decade, directing attention to 
aviation items, especially in the 
missile field. Chemicals and 
plastics have become major 
contributors to sales, notably in 
the area of vinyl films. Rubber 
footwear and Neolite shoe prod- 
ucts have been promoted nation- 
ally. Goodyear’s original equip- 
ment business stems chiefly from 
Chrysler Corporation divisions. 
Replacement tire distribution is 
handled by some 40,000 dealers 
in addition to the company’s ex- 
tensive retail chain and a num- 
ber of oil company station out- 
lets. 

Despite last year’s strike, Good- 
year boosted sales to a new high 
at slightly less than $1.6 billion 


and net profit also reached a rec- 
ord top in excess of $76 million, 
equal to $2.29 a share. This com- 
pared with $65.7 million, or $2.03 
a share, in 1959. Management has 
expressed the view that 1960 
prospects are favorable and sub- 
stantially larger volume is anti- 
cipated. Replacement tire market 
is expected to be especially re- 
warding this year. More satis- 
factory margins are envisioned as 
a result of initiation of better 
cost controls and the probable 
absence of labor difficulties this 
year. 

B. F. Goodrich Company, the 
fourth largest factor in tires and 
rubber goods, is credited with 
having set the pace in chemical 
research, especially in synthetics 
and plastics. With chemical 
business representing such an 
important part of total volume, 
profit margins have fluctuated 
somewhat more widely than 
might have been expected in a 
study of tire business alone. 
Pressure on margins in recent 
years resulted from price weak- 
ness in viny! plastics, which have 


drastically in 
the last five years. Management 
feels that this segment should 
experience greater stability over 
the near term. Goodrich usually 
ranks third in dollar net income 


declined rather 


sales traditionally 
rank fourth among companies 
with which comparisons are 
made. Several times, net profit 
has been as high as second and 
in one year Goodrich stood at the 
head of the group. Management’s 
real ambition is to be the most 
profitable company in its indus- 
try—‘“‘soon in terms of ratios, 
later in dollars as well as ratios,” 
as the company’s president re- 
cently remarked. 

Unsatisfactory margins on re- 
placement tires and higher costs 
resulting from wage increases 
accounted for a 12 per cent de- 
cline in earnings in the March 
quarter. Net profit fell to $1.01 
from $1.15 a share. Benefits of 
price increases effected midway 
in the March quarter were felt 
to some extent, but the more sat- 
isfactory margins should be felt 
to a greater extent in the current 
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Figures are in million dollars 
except where otherwise stated. 


CAPITALIZATION: 


No. of Common Shares Outstanding (000) 


INCOME ACCOUNT: Fiscal Year Ended 


Deprec., Depletion, Amort., etc. .... 
I it iiiteararienntnetnendamninn 
Interest Charges, etc. 
Balance for Common 
Operating Margin ..............cccceee —_ 
Fe ee IO vsesensncessecncsssesescneveseess 
Percent Earned on Invested Capital .... 
Earned Per Common Share .................. 


Cash and Marketable Securities .............. 
NN TID ascicccunenictectesdutnmnininacaseoinsnce 
Inventories, Net .............. 
Current Assets ................ 
Current Liabilities .............. 

Working Capital «0.0.0... 
Current Ratio (C. A. to C. L.) ...... 
Fixed Assets: Net .................ccc0000 
BE IID cinienatencccrcenaes 


*—Statistics on other leading 
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Long Term Debt (Stated Value) ....................... 
Preferred Stock (Stated Value) ......................006 


NIN <cxcciessusniesaceisecianscianeoeninineiieniienseoebiatied 
I acre saalcncinsecapccee iaaianintaiassidedeibite 








IIIS sccisischicscisaehtosbsatasieieiatiacelniiiahintatainiaidannitaiei 





I NN II SEIU sicrincacensnsectinseinsiassvmnneonse 


BALANCE SHEET: Fiscal Year Ended .................. 







I I I cccniceineelesuitnadaeenianlina 
Inventories as Percent of Sales .....................00. 











Inventories as % of Current Assets ..................+. 


because recent balance sheet figures have not been released yet. 


Comprehensive Statistics Comparing the Position of Leading Tire & Rubber Companies * 
. . — TIRE & RUBBER 
Firestone General Goodyear 
Tire & Tire & Goodrich Tire & U. S. 
Rubber +t Rubber (B.F.) Rubber Rubber 
sdshasieabiadhdeiaiediaadieaminiiilid $ 91.7 $ 87.6 $ 413 $ 231.0 $ 159.9 
‘siaticsishsithaadaamieiiaiamaaanaal $ 8 $ 20.9! _— — $ 65.1 
- 5,266 9,000 33,163 5,730 
siicain $ 112.93 $ 131.3 $ 285.7 $ 253.6 
saci laaciacepisiieieadanisaasmmaial $ 120.8 $ 287.4 $ 507.0 $ 218.8 
10/31/59 11/30/59 12/31/59 12/31/59 12/31/59 
$1,187.7 $ 676.9 $ 771.6 $1,579.2 $ 976.7 
$ 4046 $ 13.6 $ 21.7 $ 497 $ 244 
64.4 $ 22.5 $ 35.8 $ 646 $ 40.1 
4.0 $ 4.3 $ 1.8 $ 8.6 $ 5.5 
64.5 $ 25.5 $ 37.5 $ 76.0 $ 30.3 
11.0% 6.5% 8.5% 9.1% 8.2% 
5.4% 3.9% 4.8% 4.8% 3.6% 
12.1% 18.2% 9.9% 13.5% 11.3% 
2.45 $ 4.84 $ 4.18 $ 2.29 $ 5.30 
deeniceslousibeaaidaadadmaaiaa 3.98 $ 7.64 $ 6.05 $ 3.79 $ 10.46 
ass ibasiaindnsieiiatbdibiiio 10/31/59 11/30/59 12/31/59 12/31/59 12/31/59 
vada $ 69.5 $ 13.1 $ 243 $ 468 $ 568 
aswel $ 250.1 $ 70.3 $ 177.7 $ 348.0 $ 252.8 
ee $ 227.6 $ 111.5 $ 140.6 $ 236.9 $ 144.8 
i $ 547.3 $ 195.0 $ 342.6 $ 631.8 $454.4 
sai $ 152.8 $ 82.3 $ 90.9 $ 121.4 $ 142.2 
sada $ 394.5 $ 112.7 $ 251.7 $ 510.4 $ 312.2 
nia 3.6 2.3 3.7 5.2 3.2 
SA en ioe aoe $ 244.0 $ 89.4 $ 165.1 $ 321.7 $ 1849 
ies” Naeiahidiieaadaaaiabiaeil $ 802.0 $ 326.7 $ 559.4 $ 970.3 $ 659.4 
ichininsieaiibenlediiiadibiatiad $ 2.63 $ 2.50 $ 2.70 $ 1.41 $ 9.91 
sichislatietaliainisaiabepibdasilens 21.0% 10.4% 23.0% 22.0% 25.8% 
ss siedsieiiaaneebademathasattdi 45.7% 36.0% 51.8% 55.0% 55.6% 
have not been included 1__Does not include $1.1 million Subs. Preferred stock. 
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period. Improvement in earnings 
is anticipated in subsequent 
quarters and net profit for the 
full year is expected to compare 
favorably with 1959 results, 
which were adversely affected 
by the protracted strike. Earn- 
ings last year rose to $4.18 from 
$3.95 a share in 1958. 

United States Rubber Company— 
As a result of increased emphasis 
on research in recent years, this 
company is about ready to intro- 
cuce a tire innovation to the re- 
}lacement market. Stockholders 
were advised at the recent annual 
meeting that consideration was 
being given to offering the public 
two-ply tire that would be bet- 
ter than current four-ply casings 
1ow on the market. It is to be a 
tire with thin walls providing a 
softer ride. Because it is capable 
cf dissipating heat more readily 
than the thicker, heavier prod- 
ucts, the new tire is expected to 
prove more reliable. 

Management is concentrating 
also on accelerating distribution 
of replacement tires through its 
wn chain of retail outlets, which 
‘ecently was started. Previously, 
marketing was directed primar- 
ly through independent jobbers 

nd distributors. 

U. S. Rubber is off to a good 
start this year, considering un- 
‘ertain conditions in the auto- 
notive industry and adverse 
weather in the March quarter. 
Net profit dipped to $1.50 from 
$1.55 a share a year earlier, but 
n the 1959 period results were 
ibnormally favorable because 
lealers were stocking inventories 
n anticipation of the industry- 
wide strike which subsequently 
leveloped. Sales in the first three 
months topped last year’s volume 
by a little more than 2 percent at 
$254 million. Stockholders were 
advised that management felt 
‘onfident of achieving record 
sales and earnings this year. 

Smaller companies have been 
handicapped by increasing com- 
petition in the tire industry. 
lee Rubber & Tire Corporation has 
advised stockholders that sales 
and earnings likely would reg- 
ister a decline this year. Results 
for the first six months ended 
April 30 are estimated to have 
fallen in a range of 35 to 40 cents 
a share, against 76 cents a year 
ago. Price advances adopted in 
March are expected to improve 
margins moderately in the sec- 
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Highlights of Progress in 


THE CENTER OF 
INDUSTRIAL AMERICA 





Here are highlights from the 1959 annual report of Ohio Edison 
Company and its subsidiary, Pennsylvania Power Company, on a 


consolidated basis: 


Earnings per Common Share § 3.96 
Operating Revenue ae, ae $ 150.798.0000 
Kilowatt-Hours of Electricity Sold . . . .  8,303,000,000 
Electric Customers Served i. ae se ad 665,220 
Operating Expenses $ 77.429.000 
Provision for Taxes $ 39.142.000 


Net Income, after Preferred Dividends $ 25,287,000 
Expenditures for Property Additions and 
Improvements $ 56,119,300 


New Generating Capacity Added (kilowatts 170.000 


During the year Ohio Edison placed in service the first of four 170,000- 
kilowatt steam-electric generating units at a new power plant located 
at Stratton, Ohio, on the Ohio River. Units 2, 3 and 4 are scheduled to 
go into operation in the summers of 1960, 1961 and 1962, respectively 

In 1959 fourteen nationally known industrial concerns announced 
their intentions to build new plants or make additions to existing 
plants in the territory. Each involves expenditures of $1,000,000 or 
more for construction and equipment. The total for the five-vear 
period, 1955-1959, amounts to 77 and involves estimated expenditures 


of $709.000.000. 


For a copy of the annual report write 
L. 1. Wells, Secretary of the Company. 


Ohio Edison Co. 


General Offices « Akron 8, Ohio 
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ROCKWELL 





SE LELEL 





RECORD FIRST QUARTER 
FOLLOWS RECORD YEAR 


from serving: 
* Transportation * Construction 
* Agriculture * Petroleum 
* Public Utilities © General 
Industry and Government 


better with Rockwell-Standard: 
* Axles * Transmissions 
* Torque Converters 
* Leaf and Mechanical Springs 
* Bumpers * Cushion Springs 
* Brakes * Forgings * Stampings 
* Grating * Universal Joints 
* Executive Aircraft 
* Lighting Standards 
¢ Gas and Liquid Filters 


DIVIDEND NOTICE 





The Board of Directors has today 
declared a regular quarterly dividend 
of fifty cents (S5O¢) per share on the 
Common Stock of the Company, 
payable June 10, 1960, to share- 
holders of record at the close of 
business May 19, 1960. 

A. A. Finnell, Secretary 
April 18, 1960 





ROCKWELL-STANDARD hed 


CORPORATION ce ® 
CORAOPOLIS, PENNSYLVANIA 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 

A day declared a quarterly 
. cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able June 3, 1960, to stock- 
holders of record at close 
of business April 29, 1960 


y 


April 12, 1960 


LOUIS B. GRESHAM, 
Secretary 














Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable June 10, 1960, 
to holders of Common Stock of record 
May 20, 1960. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 
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ond half. Higher costs involved 
in opening new branches to keep 
pace with competitors are blamed 
for the disappointing showing 
thus far this year. 

Seiberling Rubber Company, an- 
other smaller industry represen- 
tative, is largely dependent on 
replacement and tire repair busi- 
ness, where competition is ex- 
tremely keen. Sales and earnings 
have been reasonably well main- 
tained, but prospects for growth 
are considered unimpressive. Pos- 
sibility of a contest for control 
between management and an out- 
sider having substantial holdings 
has been discussed from time to 
time, but the situation has re 
mained dormant recently. END 





New Trends Emerging 
In The Steel Industry 





(Continued from page 203) 


While the industry works at 
lowering the costs of the blast 
furnace, others are working on 
methods to reduce iron ore di- 
rectly to steel or semi-steel 
without using the blast fur- 
nace-open hearth combination. 
Several direct reduction process- 

es are now in the pilot plant 
stage. Regardless of the name 
given a particular process, they 
generally have the same func- 
tion, that of reducing the iron 
ore to steel by chemically uniting 
the oxygen in the ore with hy- 
drogen or carbon monoxide. 

These processes may find use 
in specialized markets, but the 
industry has been also stepping 
up the efficiency of its product- 
ive facilities primarily through 
the use of oxygen to speed 
metallursical processes and re- 
duce costs. 

The industry has for many years 
been introducing oxygen into its 
open hearth furnaces to reduce 
the time per heat. In 1953, Mc- 
Louth Steel introduced the L-D 
process into the United States. 
This process does away with the 
conventional open hearth, by 
pouring the oxygen into a special- 
ly designed oxygen converter. 
The reducing time has been re- 
duced to approximately 30 min- 
utes compared with seven hours 
normally required for a conven- 
tional open-hearth. The cost sav- 
ings in labor alone are quite ap- 


parent. Jt has been said authori 
tatively that the last open-hearti 
has been built in the United 
States. In addition to the L-D 
process there are others now un- 
der investigation which promise 
substantial cost reductions. 

While the hot-end of the stee’ 
shop has been undergoing con- 
siderable study and improvement 
the finishing end has also beer 
the subject of considerable tech- 
nological improvement. This tech- 
nology falls into four genera! 
areas — the development of 
speedier rolling equipment, the 
introduction of equipment for 
the rolling of wider sheets and 
plates, the development of con- 
tinuous electrolytic tinning lines 
and, most important, the tying 
together of all these and the in- 
troduction of electronic controls 
into an automated system. Punch- 
ed card systems and computers 
have considerably improved the 
operations of rolling facilities by 
eliminating the “down-time” of 
equipment during order changes. 
At present there are many areas 
of automation, but one day one 
may see a completely automated 
plant from the inflow of the raw 
materials to the delivery of the 
finished product to the shipping 
department. 


Outlook In 1960 — Gloom 
Amid Abundance 


The conclusion of the steel 
strike late in 1959, brought rosy 
forecasts for production and ship- 
ments in 1960. Consumer inven- 
tories were down to an estimated 
6 million tons and the experts 
looked for a substantial rebuild- 
ing in 1960. The automobile 
market was forecast at 7 million 
units and prospects were bright 
for the other major steel consum- 
ing areas. Many industry experts 
were projecting production of 
130 million tons, a substantial 
rise from the 93.4 million tons 
poured in 1959, and 13 million 
tons above the peak production 
in 1955. 

Events of the first two months 
in 1960 proved that these fore- 
casts were rather optimistic. Steel 
inventorv rebuild'ng will not hit 
the levels earlier forecast pos- 
sibly for two major reasons. 

First is the rising cost of 
money to carry inventories and 
secondly the introduction of elec- 
tronic data processing equipment 
by users allows them to keep close 
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control over inventory require- 
ments and the large capacity of 
the steel industry will make 
prompt shipments possible. 

& Automobile production has 
not reached expectations as yet, 
ind the larger than expected out- 
ut of the compact models has 
neant less steel per unit pro- 
luced. 

Another major factor in the 
arly months of 1960 which 
yrought lower production was the 
veather that lowered construc- 
ion activity and other sales by 
onsumers, 

& By April, order cancellations 
vecame heavy and backlogs were 
ving heavily eaten into. Many 
ndustry officials were forecast- 
ng an operating rate of less than 
70 per cent of capacity by sum- 
ner and the outlook became 
somewhat cloudy. Despite these 
lark forecasts, the economy ap- 
years to be quite strong yet. 

Inventory rebuilding has about 
run its course and the future de- 
mand for steel will be closely tied 
to over-all production. Construc- 
tion appears to be better, and an 
upturn in capital spending has 
not yet been a factor in greater 
steel use. 

With further recovery ex- 
pected during the second half 
of the year in most steel con- 
suming areas, production for 
the industry is expected to 
reach 122 million tons, a new 
high, and shipments should ap- 
proach 85 million tons. 

Both these figures would mean 
records for the industry and 
when combined with the major 
expansion programs of most com- 
panies in recent years’ should 
mean good profits for all. It is 
hard to forecast beyond the third 
quarter of 1960, but on the other 
hand it is also hard to see a major 
recession for the industry before 
the middle of 1960. 


Outlook For the Foreign Steel 
Industry 


The foreign steel producers 
with the benefit of US techno- 
logical developments along with 
their own are making rapid pro- 
gress in re-developing their in- 
dustries. In addition, they are 
changing their sales concepts to 
more closely parallel those of the 
US producers. 

Steel demand has been strong 
in Europe and many producers, 
particularly in Great Britain 
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have been hard-pressed to meet 
demand. But this could change 
before too long, as current ex- 
pansion programs will leave 
considerable production to be 
absorbed. 

Steel capacity in Western Eu- 
rope in 1957 totaled 100 million 
tons. By 1961, capacity is sched- 
uled to reach 124 million tons. In 
Japan, steel production reached a 
peak of almost 14 million tons in 
1957. By 1962, it plans to have 
installed capacity of 20 million 
tons. All this could mean still 
more intense competition for 
American producers not only in 
world markets, but in 
markets as well. 


Earnings and Dividend Prospects 
of U S Producers 


The equities of the major steel 
issues have been under divergent 
investment influences in the re- 
cent past. The industry’s profit 
making ability under recession 
conditions in 1958, attracted con- 
siderable investment interest dur- 
ing 1959, and the shares consider- 
ably outpaced the general market 
until September of last year. 
Since then they have been per- 
forming worse than the market. 
but from here on, they’ should 
perform as well as the overall 
averages and, with any good news 
could do better. 

Armco—Because it was relative- 
ly unaffected by the strike, this 
company considerably outper- 
formed the industry in 1959. 
Earnings reached $5.21 per 
share, the highest since 1956 and 
were well ahead of 1958’s, $3.89. 
This year, results could reach a 
record $6.25 per share, and some 
modest increase in payments may 
be made late in the year if earn- 
ings projections materialize. 

Bethlehem Steel should benefit 
from a rise in capital spending 
later this year, but this will be 
offset to some extent by lower 
shipbuilding activity. Earnings, 
however, could reach $4.25 per 
share versus $2.44 in 1959. An 
ambitious expansion program 
that may require some senior 
financing in 1960, is placing a 
temporary ceiling on the $2.40 
annual dividend. 

Inland Steel, with its consistent- 
ly strong market in Chicago nor- 
mally operates at rates somewhat 
above average in the industry. 
This should hold true in 1960, 
but increasing competition from 


domestic 





National 
Distillers 
and 





Chemical 
Corporation 


DIVIDEND NOTICE 


The Board of Directors has de 
clared a quarterly dividend of 
30¢ per share on the outstand 
ing Common Stock, payable on 
June 1, 1960, to stockholders 
of record on May 11, 1960. The 
transfer books will not close 
PAUL C. JAMESON 
April 28, 1960 





Treasurer 





UNION 
CARBIDE 


A quarterly dividend of Ninety cents 
(9¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable June 1, 1960 to 
stockholders of record at the close of 
business May 2, 1960, 


JOHN FE SHANKLIN 
Secretary and Treasurer 
UNION CARBIDE CORPORATION 











SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 85 


| A regular quarterly divi 
| dend of 50 cents per share 
has been declared on the 
Common Stock of Southern i 
Natural Gas Company, pay | 
able June 14, 1960 to ! 
stockholders of record at the | 
close of business on May 31 
1960 

Ww TARVER 


ecretary 




















Looking for a 


PUBLISHER 


Your book can be published, promoted, 
| distributed by successful, reliable com- 
| pany noted for prompt, personal service. 
All subjects. Free Editorial Report. Inquiries also 
invited from businesses, organizations, churches, 
etc. Send for Free Booklet. Vantage Press, Dept 
WF, 120 W. <1. New York 1 
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domestic producers and foreign 
supplies may restrain future op- 
erations. The stock was split in 
1959, and the dividend may not 
be boosted in 1960, although earn- 
ings are projected at $3.50 a 
share, versus $2.77 last year. 

Jones & Laughlin in 1960 is ex- 
pected to begin to show the bene- 
fits of the important recent ex- 
pansion and modernization pro- 
grams. With operations likely to 
average somewhat better than the 
average, earnings are estimated 
at $7 per share, although the 
$2.22 reported in the first quarter 
was below earlier forecasts. 

National Steel—Also only partly 
affected by last year’s strike, 
with a product mix stressing light 
rolled products including tinplate 
which is in strong demand, Na- 
tional Steel should continue to 
show an upward earnings trend 
in 1960. With earnings approach- 
ing $8 per share, there is a pos- 
sibility of a return to a $4 annual 
dividend later this year. The 
stock is also a stock split candi- 
date. 

Republic should also show an 
impressive earnings improvement 
this year, aided by higher auto- 
mobile output, an important cus- 
tomer. Earnings should be a shade 
below $7 per share versus $3.43 
last year and, although well cov- 
ered, the $3 annual dividend may 
not be lifted for the time being 
due to its sizable expansion pro- 
gram. Also senior financing may 
be required this year. 

U. S. Steel, the largest and most 
efficient producer in the industry 
is expected to show earnings in 
1960 approaching $7.25 per share, 
up from $4.24 in 1959. Expansion 
is emphasizing improving raw 
material sources and replacing 
obsolete facilities. The stock is a 
split candidate, which would also 
bring a larger cash payment. 

Youngstown Sheet & Tube has al- 
ready increased its authorized 
common as a prelude to a 3-for-1 
stock is also a split candidate. 
tion of the merger with Beth- 
lehem last year by anti-trust au- 
thorities will require substantial- 





U.S.S. HORNET (CV8 & CV12) — 


All officers and men who served aboard 
these ships are invited to attend the 12th 
Annual Reunion to be held at the Henry 
Hudson Hotel in New York on June 24th, 
25th, and 26th, 1960. Get your name on 
the mailing list! Contact: John F. Murphy, 
1657 Hannington Ave., Wantagh, L.I., N.Y. 


ly higher capital expenditures in 
the near future. 

The secondary steel pro- 
ducers should generally show 
higher earnings than _ strike- 
depressed 1959, but they are 
less able to absorb the higher 
wage costs than the majors. 
The long term may bring con- 
siderable cost pressure unless 
capital spending is accelerated. 

END 





The Trend of Events 





(Continued from page 180) 


Education (COPE). 

Both PAC and COPE were 
“educational.” Their propaganda 
mills have turned out reams upon 
reams of political advice and 
comment, all slanted to the secur- 
ing of the almighty “buck” now, 
and without regard for the de- 
preciating dollar and its cost to 
future generations. 

During all of this time business 
lay dormant, or if not dormant, 
silent, contenting itself merely 
with campaign contributions when 
it should have been carrying on 
an informative and educational 
campaign. For, in the final analy- 
sis, truth is the most powerful 
force. 

In the light of events, we be- 
lieve that under today’s condi- 
tions all corporations should enter 
politics, supporting candidates on 
sound issues and principles. Such 
action would surely see the trend 
away from the various “isms”, 
and toward the maintenance of 
Democracy and free enterprise, 
which has built these United 
States into the most powerful 
Nation on Earth. END 





Enter Asbestos On A 
World-Wide Scale 
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(Continued from page 199) 


until they reached a record peak 
of 2,070,000 tons in 1957. 

But the Canadian branch of the 
industry suffered some setbacks 
during the next two years be- 
cause of the recession in Canada 
and the United States and stiff 
competition in European markets 
from the Russian product. There 
was also the fact that the pro- 
ductive capacity of the Canadian 


mines had been greatly increased 
by the entrance of several new 
mines into the field. 

This situation was reflected in 
the financial position of Johns- 
Manville and the Asbestos Cor- 
poration, the two largest pro- 
ducers in the Canadian field. 
Johns-Manville earnings fell from 
$3.79 a share in 1956 to $2.48 in 
1959 and the earnings of the As- 
bestos Corporation declined from 
$2.90 a share in 1957 to $1.69 a 
share in 1959. 

Canadian production of asbes- 
tos fell about twelve per cent dur- 
ing this period, although the 
decline in world production was 
about two per cent. 


Find New Market in Missiles 


Faced with this situation, Ca- 
nadian and American asbestos 
mining and manufacturing com- 
panies during the past two years 
have been trying to cut their 
production costs and to develop 
new markets for asbestos prod- 
ucts. Some of them have been 
promoting the sale of a product 
which represents a combination 
of asbestos with phenol amatite 
and which is extensively used to- 
day for the manufacture of many 
parts of rockets because of the 
ability of this material to with- 
stand very great heat. Hundreds 
of these rocket parts are used in 
the NATO air, land and sea bases 
in European countries. Some of 
these firms are also pushing the 
sales of asbestos cement board, 
an easy to use material for mak- 
ing indoors and outdoors planter 
boxes and even Hi Fidelity cabi- 
nets. Among the products which 
Johns-Manville has introduced on 
the market during the past year 
are Thermoform, a molded perlite 
housing for small electric ap- 
pliances and cereflet, a combus- 
tion chamber liner. 


In Conclusion 


While some excess capacity will 
certainly remain in the Canadian 
mining branch of the industry 
during the next two or three 
years, the general asbestos pic- 
ture is certainly brighter to- 
day than it was two or three 
years ago. Total Canadian asbes- 
tos output for the year 1959 is ex- 
pected to be in the vicinity of one 
million tons, a figure which repre- 
sents a substantial increase over 
1958 figures, although below the 
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ecord figure of 1,030,000 tons in 
1957. 

As we have said, such a large 
vercentage of the mined asbestos 
soes into products connected with 
he building and the construction 
ndustries that the prosperity 
th of the asbestos mining and 
the asbestos products companies 
s closely related to trends in the 
uilding trades. Construction in- 
lustry figures reached the highest 
evels in the history of the United 
States in 1959. It is true that be- 
‘ause of the high interest rates 
ind the current tightness of 
credit, there was a drop in resi- 
dential housing construction in 
the United States during the lat- 
ter part of 1959 and this trend 
promises to continue into 1960. 
But, on the other hand, industria! 
construction figures in the United 
States climbed steadily during 
1959 and promise to continue 
to do so in 1960, reaching a 
possible figure of seven per cent 
in advance of the preceding year, 
and the outlook for commercial 
building activity in the United 
States is also good at the present 
time. Then there is the fact that 
the range of new asbestos prod- 
ucts which have wide uses in 
many industries is steadily in- 
creasing every year and this 
trend promises to continue almost 
indefinitely. Therefore, the pros- 
pects both for the asbestos min- 
ing and the asbestos manufactur- 
ing industries in Canada and the 
United States over the next few 
years seem to be bright. END 





Auto Parts Makers Seek 
Stability Through Diversification 





(Continued from page 211) 


can look forward to interesting, 
but possibly soul-searing devel- 
opments in the future as the com- 
pany attempts to establish itself 
in new fields. - 

Dana Corporation, traditionally 
a strong company with an excel- 
lent earnings record will be hard 
pressed in 1960 to make up for 
the decline in body frame busi- 
ness. Fortunately, truck produc- 
tion, another major source of 
business for Dana, is running at 
record levels and should serve as 
a partial offset. 

So far Dana has 
major diversification, 


resisted 
although 
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it has interests in the air- 
craft, construction and mining 
industries. This year’s experience 
with the compact car however, 
may determine the pattern of the 
future for the company. If uni- 
tized bodies take hold as expected 
the company will be forced to 
seek new areas of earning power. 

Budd Co., with its broad diver- 
sification in railway equiment, 
electronics and atomic energy will 
probably suffer the least from the 
decline in body frame business. 
For one thing the company re- 
cently received a $25 million con- 
tract for 274 subway cars from 
the city of Philadelphia. For an- 
other, several newly acquired di- 
visions which contributed losses 
last year should be in the black 
in 1960. 

The impact of these develop- 
ments should cause a_ strong 
earnings resurgence for Budd in 
the year ahead, possibly to as 
much as $4.00 per share against 
a previous high of $3.34 scored 
back in 1955. Despite this show- 
ing, Budd’s earnings record is too 
spotty, and the company’s future 
prospects are too doubtful to war- 
rant anything but speculative 
interest. 


Boom in Bearings 


Among the highest quality auto 
equipment companies are the 
manufacturers of bearings, those 
highly machined integral parts of 
any engine or other moving part 
that requires friction-resistant 
qualities. 

Federal-Mogul, which through a 
series of acquisitions has become 
the most diversified operator in 
this special field, has compiled an 
enviable record in recent years. 
Except for 1958, earnings have 
climbed in each year since 1952, 
and the chances are excellent that 





174th 
COMMON DIVIDEND 


A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable June 15, 
1960, to stockholders of 
record at the close of 
business May 20, 1960. 


62nd 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable July 1, 1960, 
to stockholders of rec- 
ord at the close of busi- 
ness June 15, 1960. 


JOHN N. CARTY, 
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CONTINENTAL 
C CAN COMPANY, Inc. 


Treasurer 








Pullman 


I ncorporated 


—396th Dividend — 
94th Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of one 

dollar ($1.00) per share will 

be paid on June 14, 1960, 

to stockholders of record 
May 25, 1960 

CHAMP CARRY 

Presider 


Division and Subsidiaries: 


Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 

Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 














cE 
cities serv 


Cities Service 
COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company on April 
20, 1960, declared a quarterly dividend of sixty cents ($.60) per 
share on its Common Stock, payable June 6, 1960, to stock- 
holders of record at the close of business May 20, 1960 


FRANKLIN K. FOSTER, Secretary 
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they will rise again in 1960. 

Even a moderately high level 
of auto production in 1960, re- 
gardless of the type of cars 
turned out, will benefit Federal- 
Mogul. Moreover, the growing 
demand for precision bearings in 
missiles and space-age technology 
is creating a growing market for 
the company’s output. 

Sales in the year ahead should 
approach $150 million, up from 
less than $120 million in 1959. 
Earnings, which climbed to $2.52 
per share in 1959, should also 
rise substantially, possibly over 
$3.00 per share. In view of these 
excellent prospects and the per- 
sistent growth of cash earnings 
some improvement in dividend 
payout is a distinct possibility in 
1960. 

Timken Roller Bearing, the other 
major bearing manufacturer, is 
larger than Federal but turns out 
more specialized products. De- 
spite its close affiliation with the 
automotive industry, Timken’s 
immediate prospects are more 
closely allied to the railway 
equipment field. The reason for 
this is the sudden and rapid 
growth in demand for tapered 
roller bearings for use in freight 
cars, and especially the new “pig- 
gy-back”’ special cars. 

It is significant that in the 
early part of 1959 Timken re- 
ceived more orders for tapered 
bearings than it had received in 
the entire quarter century pre- 
ceding 1959. As a result, Timken 
is hurriedly expanding its ca- 
pacity for these bearings, hoping 
to cash in on the demand not only 
for new cars, but for repair work 
on existing railway cars as well. 

This new demand for its prod- 
ucts should push earnings to new 
levels in 1960, possibly as much 
as $1.00 per share more than the 
$5.60 earned in 1959. Conse- 
quently the chances are good that 
payments above $2.00 per share 
will be maintained in 1960. It is 
even possible that the quarterly 
rate will be raised to 75¢ per 
share, compared to the 50¢ rate 
which has been standard since 
1957. 

Summary 


The auto parts manufacturers 
represent the outstanding ¢xam- 
ple of the pitfalls of diversifica- 
tion. In order to avoid the wide 
cyclical swings in their own in- 
dustry they began invading the 
preserves of others, only to find 
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that the grass on the other side 
of the fence is not necessarily 
greener. In some instances the 
diversification has worked out 
well. More often than not, how- 
ever, the companies have found 
themselves confronted with more 
problems without necessarily 
reaping larger profits. 

Actually, there is no longer an 
auto parts industry, as such, 
made up of companies deriving 
their major revenues from parts 
and accessories for the automo- 
tive industry. Rather, there is a 
whole raft of companies supply- 
ing the auto industry, but also 
deeply involved in many other 
heavy industries within the econ- 
omy. As a matter of fact, even 
Electric Storage Battery, which has 
long been associated primarily 
with the auto market is firmly 
entrenched in the consumer field 
and in defense work through its 
Ray-O-Vac Division. 

Undoubtedly conditions in the 
auto industry will continue to ex- 
ercise a major influence on the 
fortunes of these companies. But 
it must be borne in mind by in- 
vestors that although a bad auto 
year will no longer hurt as much 
as it once did, neither will a good 
auto year automatically mean 
success for most of the compa- 
nies. In effect, they are now tied 
more closely to general economic 
trends rather than just auto out- 
put. This is the path the compa- 
nies have chosen. It is, therefore, 
the road investors must follow in 
appraising the outlook for the 
companies. END 





As | See It! 
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of the Atlantic world can usher in 
an era of economic advance of 
such proportions that there will 
no longer be any question in even 
the most prejudiced mind that 
the free economy is by far the 
best. 

Divided, constant bickering and 
economic warfare within the free 
world will present the commun- 
ists with « yolden opportunity to 
make trouble. Secretary Dillon’s 
proposals should be vigorously 
supported by all those countries 
and all those individuals who be- 
lieve that free men can, will and 
do produce more and better goods 
and services than slaves. END 
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The Auto Industry 
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probably not be reached in 1960 
because the compact Falcon and 
Comet lines have cut into “old” 
Ford sales, the company should 
nevertheless enjoy a_ successful 
year. 

Management seems to be con- 
trolling the market penetration 
of its phenomenally successful 
compact lines so that their nar- 
rower profit margin will not 
have too substantial an effect 
upon over-all corporate earnings. 
This is indicated by the relatively 
constant weekly production rates 
for the Falcon, in the face of 
mushrooming demand, Earnings 
for 1960 should be near $8.00 per 
share, as against the all-time 
record of $8.26 per share for 
1959. A liberalization of the cur- 
rent $3.00 dividend is a reason- 
able expectation. 

General Motors—This company, 
the colossus of the automobile in- 
dustry, accounts traditionally for 
about one-half of total domestic 
car output. With its huge plant 
capacity and broad sales organi- 
zation, it has consistently been a 
pace-setting force for the entire 
industry. Because of its aggres- 
sive policies, however, G. M. has 
reached a point where its market 
penetration can hardly be in- 
creased without the risk of sub- 
stantial governmental anti-trust 
opposition. Furthermore, _ little 
likelihood for new diversification 
exists in view of the company’s 
already immense size. The duPont 
divestiture proceedings are an ad- 
ditional complicating factor. 

Unlike its principal rival, Ford, 
the company has not introduced 
a compact car with real mass 
public appeal. The “Corvair,” 
while popular, has not so far rep- 
resented a competitive factor 
with the higher cost and more 
profitable Chevrolet series. The 
same policy is likely to prevail 
when General Motors introduces 
medium-priced lines of its more 
expensive models. Although man- 
agement will strive not to allow 
unit sales to deteriorate should 
the smaller lines continue their 
growth rate, they nevertheless 
appear to be willing to let others 
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do the pioneering work in this 
field. 

Studebaker-Packard — Of all of 
the domestic auto makers, the 
current outlook for Studebaker is 
by far the most difficult to deter- 
mine. Although the company did 
enjoy a significant profit and 
sales comeback last year, its ag- 
gressive management has _ not 
heen able to stem the conse- 
quences of the “Big Three” en- 
trance into the compact car field. 
vesults for the present year have 
een quite disappointing, as 
“Lark” sales have slipped drastic- 
lly. 

The principal appeal found in 
he Studebaker position is the 
substantial tax-loss carryforward 
‘redit of about $105 million. Be- 
‘ause of this, the company can 
fer attractive terms to smaller, 
wrofitable companies in merger 
iegotiations. Although manage- 
nent efforts in this direction have 
not so far been productive (the 
liscussions with Oliver Corp. 
have been called off), the com- 
pany seems certain to step up its 
acquisition search if Lark sales 
continue to fall. 

At this time, profits for 1960 
are not expected to exceed $1.50 
on the common stock now out- 
standing as against $4.36 re- 
ported last year. This projection 
does not allow for the company’s 
preferred issue which will be con- 
vertible into 5.5 million common 
shares on January 1, 1961. Adding 
to about 6.5 million shares of 
common stock at present, conver- 
sion would accordingly cause very 
severe dilution. At current prices, 
the when-issued stock, which will 
be delivered next January, looks 
like better value than the regular 
common shares. 


Outlook For Trucks 

Truck sales this year seem cer- 
tain to exceed the 1.1 million units 
delivered last year. As demand, 
especially for heavy trucks, is 
highly sensitive to changes in 
business conditions, however, the 
monthly production rates are 
likely to decline as the year pro- 
gresses. On the other hand, be- 
cause of very low scrappage 
figures in recent years, a consid- 
erable need for indusutry to pur- 
chase more modern equipment 
should appear shortly. In 1959, 
for example, only 372,000 trucks 
were scrapped, the lowest num- 
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ber in any year since 1948. In the 
event that the economy does turn 
down later this year, Detroit will 
probably put greater emphasis on 
the development of a compact 
truck to compete with the Volks- 
wagon unit. In fact, American 
Motors is already working with 
Divco-Wayne to develop such a 
vehicle. 

Fruehauf Trailer—Long the dom- 
inating factor in the truck-trailer 
industry, in which it accounts for 
about 40% of domestic volume, 
including trailers for railroad 
“piggyback” use, Fruehauf has 
made substantial strides since 
its 1958 management reorganiza- 
tion. Profits have shown consid- 
erable recovery, rising from a 
loss of 86 cents per share in 1958, 
to a profit of $1.88 last year. 
Aided by greater raw material 
integration steps and a new prod- 
uct, a tandem trailer which can 
be used in “fishyback” ship trans- 
portation, profits should expand 
still further in 1960 to the $2.50 
per share area. Althouugh the 
railroads have been working hard 
to recapture freight shipments 
previously lost to trailers, the 
truck-industry outlook is bright 
over the longer term. 

International Harvester — Best 
known as an important maker of 
farm equipment and machinery, 
Harvester has diversified its posi- 
tion significantly, particularly by 
the enlargement of its truck mak- 
ing operations. Today. truck sales 
account for nearly 50% of total 
volume. about one-half of which 
is in the profitable heavy duty 
field. Corporate operations have 
historically been highly _ inte- 
grated, as a great portion of steel 
needs comes from company- 
owned mills. Because of the slow- 
ness now seen in the company’s 
farm sales, earnings are not ex- 
pected to change significantly 
from the $5.10 per share reported 
for the 1959 fiscal year. 

Mack Trucks—This company has 
greatly improved its product mix 
in recent years by increasing 
parts sales and enlarging main- 
tenance service activities for its 
“bulldog” trucks. The _ recent 
merger with Northeast Capital, 
which was primarily a holding 
company, has also greatly 
strengthened the corporate work- 
ing capital position. Recently, 
Mack has announced that it in- 


tends to close its large Plainfield, 
New Jersey, plant and build a 
more modern facility at another 
location. Besides seeking a more 
modern production system, Mack 
also hopes to achieve a_ better 
labor supply situation than exists 
in Plainfield, where the company 
has been plagued with worker un- 
rest. A recent production stop- 
page due to this condition has 
produced first quarter results sig- 
nificantly below expectations. 
Nevertheless, earnings for the 
full year may still exceed some- 
what the $5.71 of 1959. If the 
company does effect a favorable 
plant relocation, earnings are ex- 
pected to benefit over the longer 
term. 

White Motors—White’s manage- 
ment has been able, through a 
very active acquisition policy, to 
improve the company’s position 
substantially. In addition to rais- 
ing margins, White has also con- 
centrated upon developing new 
products for the merged divi- 
sions. An example of this is the 
development of a multi-stop truck 
by the Montpelier Manufacturing 
Division, which is called the 
“PDQ” series. Sales and earnings 
showed substantial improvement 
in 1959 over year-earlier results, 
as per share profits climbed to 
$6.94 from $3.49. The outlook for 
1960 favors moderate improve- 
ment, perhaps to the $7.50 area. 


Conclusion 


The recent past has witnessed 
more exciting developments in 
the passenger car industry than 
have been seen for many years, 
and the early future may see 
other significant changes in long- 
stable relationships. The “Big 
Three” have been obliged to enter 
the “compact” market, despite 
earlier scornful remarks about 
automotive fads, and have dras- 
tically revised their manufactur- 
ing and sales methods. While 
General Motors is dragging its 
feet a little on the new path, 
Ford and Chrysler have already 
achieved considerable success. 
These standard manufacturers, 
however, face the disadvantage 
of competing against themselves 
in the new field, creating the 
danger of a split-personality in 
their sales programs. American 
Motors, on the other hand, can 
concentrate on the compact mar- 
ket, that it pioneered. 
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As a result of these develop- 
ments, individual automobile 
companies have to be appraised, 
more than ever, on their own 
merits rather than as components 
of one large industry. Conditions 
do favor continued sales growth, 
but at a slower pace than before. 

Important questions remain 
unanswered; one of them is 
whether the domestic shift to 
“compacts” will stanch the flow 
of imports. The suggestions in 
the present article should serve 
as a current guide to the outlook 
for individual companies, but in- 
vestors must recognize that the 
industry has suddenly become 
much more complex than it was 
before. END 





The Diversities In First Quarter 
Earnings Reports 





(Continued from page 193) 


upon, other chemicals did turn 
in excellent first quarter reports. 
American Cyanamid, for example, 
lifted its earnings 27% to 78¢ a 
share, on a favorable but more 
modest 10% increase in sales, to 
$160 millions. The result was the 
best quarter in the company’s 
history and a profit margin of 
slightly over 8% of sales. Al- 
though Cyanamid’s Lederle Divi- 
sion has been long delayed in its 
projected introduction of the oral 
polio vaccine, other favorable 
drug sales, partly stimulated by 
widespread influenza during the 
winter, contributed to the record 
just noted. 

Allied Chemical had a very sim- 
ilar story to tell. First quarter 
earnings were up 19%, to 68¢ a 
share, on a sales gain of about 
9°. These results were assisted 
by heavy coke sales reflecting the 
post-strike acceleration in steel 
production, but on the other hand 
the late snow storms in March 
depressed sales of fertilizers and 
asphalt. Because its market is 
now so diversified it is difficult 
to make a full-year prediction for 
Allied, but its president recently 
estimated 1960 sales at $800 mil- 
lions, versus $719 million last 
year. If this proves true earnings 
should approximate $3 a share. 

Still another chemical, Olin 
Mathieson, provided a first quar- 
ter illustration of a substantially 
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improved profit margin. On a 
narrow sales gain of only 2%, to 
$163 million, net income climbed 
fully a third, to 64¢ from 48¢. 
This cheerful performance was 
due variously to the near elimi- 
nation of the loss on aluminum 
operations, an improved demand 
for cellophane and _ printing 
papers, and particularly favor- 
able results on the part of the 
Squibb drug division. 

Other chemicals which showed 
conspicuously favorable results 
for the first quarter, as indicated 
in the accompanying table, in- 
clude Dow, with net per share up 
11% to 59¢, Diamond Alkali 
(34%), Hercules Powder (12%), 
and Rohm & Haas (6%). 

But such gains were much less 
than universal. The second lead- 
ing member of the industry, 
Union Carbide, reported a nominal 
gain in profits only to $1.40 a 
share from $1.38 a year ago, 
despite a broader, 9% increase in 
sales, to a new first quarter 
record. As the company has been 
relatively closely associated with 
the steel industry, the current 
low operating rate for the latter 
is a little discouraging, but the 
outlook for other products, par- 
ticularly polyethylene, is more 
favorable, and full year earnings 
should show at least a moderate 
increase over last year’s $5.70 a 
share. Other chemicals which 
failed to show material earnings 
progress in the first quarter were 
Monsanto, Stauffer and National 
Distillers. 

Among the drug manufactur- 
ers, Parke, Davis enjoyed a 36% 
gain in net to 64¢ a share, while 
Ffizer reported a less spectacular 
improvement of about 10% to 43¢ 
a share. In contrast with both 
Rexall’s earnings advanced a mere 
penny a share, to 42¢, despite a 
rather impressive 16% gain in 
sales. While drugs deservedly 
rank high as a growth industry, 
their progress is relatively un- 
even, depending as it does on so 
many variable factors. 


The Electric Giants 


Probably the very best illustra- 
tion of the diverse trends within 
the quarter just ended is pro- 
vided by the contrasting perform- 
ance of the two electrical equip- 
ment giants, G.E. and Westing- 
house. The former fell into a 


minority group by suffering an 
actual decline of sales, from $976 
million to $957 million, between 
the two periods, and in this con- 
text the comnany did well to 
maintain earnings stationary, at 
60¢ a share. Business in both the 
heavy electrical equipment and 
defense areas was off. Westing- 
house on the other hand, was able 
to increase billings 4% to $459 
million, and this contributed to a 
substantial gain of 35% to 55¢ a 
share from 41¢ a year ago. Simul- 
taneously with the announcement 
of these results, President Cresap 
disclosed that new defense orders 
had more than doubled during the 
March quarter. In appraising the 
relative performance of G.E. and 
Westinghouse, however, it is only 
fair to remember that the latter 
is somewhat more volatile and 
cannot deserve as high an ap- 
praisal of its earnings as the 
former. 


Lag in Aluminum Shipments 
Compensated by Price Increase 


Reflecting the relatively low 
level of housing construction in 
the first quarter and also the 
failure of the automobile industry 
to show the rapid pick-up ex- 
pected, industry shipments of 
aluminum during the early 
months of 1960 were less than 
had ben previously expected. 
Many consumers had also built 
up their inventories of the light 
metal prior to the end of 1959, 
in anticipation of a price increase 
that took effect at that time. 
These conditions caused Reynolds 
Metals a 5% decline in sales, on 
which an adverse leverage fac- 
tor cut earnings more sharply to 
30¢ from 51¢ a share last year. 
Kaiser also reported first quarter 
shipments lower than expected 
but this was more than compen- 
sated for by the price increase 
mentioned, and sales increased 
14% in dollar volume, to $111 
millions; this allowed a full doub- 
ling of net, to 41¢ a share. Alcoa 
also managed to show a healthy 
increase, of about 11%, in sales, 
and this was reflected in an earn- 
ings boost to 56¢ from 49¢ per 
share. 


Foods Outpace Tobaccos 


Food and tobacco stocks are 
ordinarily purchased for steady 
income and the investor does not 
expect significant changes in 
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either direction, although in the 
cigarette group a successful skir- 
mish in the incessant battle of 
the brands occasionally provides 
«a pleasant surprise for stock- 
holders. 

In the period just ended, Rey- 
nolds Tobacco, in fact, enjoyed 
such a triumph, as its sales 
(limbed an impressive 11% to 
$322 million, and earnings ad- 
vanced even more broadly to 
$1.15 from 97¢ a share in the 
irst quarter of 1959. Reynolds’ 
1ew Salem has won a place as one 
if the major cigarette brands in 
i surprisingly short time, while 
Winstons are also enjoying an ac- 
‘elerating popularity. On top of 
hese successes Camel has some- 
10w resisted the general decline 
n demand for the “old,” regular 
ize, non-filter tin brands. But 
Reynolds was the exception in 
ts industry. American Tobacco 
ifted its sales about 6% to 
3275,000,000, and earnings per 
share were up 7% to 98¢; on top 
f favorable results in earlier 
periods these influenced an in- 
‘rease to 5714¢ from 50¢ in the 
quarterly dividend. 

Philip Morris sales increased 
about 3% between the same two 
periods, with net up 8% to $1.13 
a share. Liagett & Myers was poor- 
er still, with an actual decline in 
sales and an 8% drop in net to 
$1.58 a share. Lorillard just held 
its own in sales, but suffered a 
similar earnings decline, to 84¢ 
from 91¢ a share a year ago. 

The foods. at least those which 
have so far reported for the first 
quarter, showed moderate but 
more consistent gains. Corn Prod- 
ucts increased its net 14% to 80¢ 
from 70¢ a share on a consider- 
ably narrower gain in sales; 
Borden's net was up in a similar 
ratio to 55¢ from 47¢; its twin, 
National Dairy Products, lifted 
earnings 9% to 76% per share, 
almost exactly the same ratio as 
its increase in sales; and National 
Biscuit boosted its earnings more 
substantially to 99¢ from 74¢. In 
appraising the significance of 
these results it must be remem- 
bered that neither foods nor to- 
baccos provide any genuine clue 
to industrial activity but rather 
reflect population growth and 
consumer habits. 


Limited Improvement in Oils 


The oils, during the quarter 
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just ended, were disappointing 
not so much in their actual re- 
sults as in their failure to show 
sharper recovery. Two compa- 
nies, Standard of Ohio and Phillips, 
both reported results substantial- 
ly unchanged from a year ago, 
with earnings of $1.01 and 75¢ 
a share respectively. Texaco and 
Socony-Mobil each did a slightly 
better, increasing net to $1.61 
from $1.58 a share for the former 
and to 97¢ from 93¢ for the 
latter. Union Oil of California lifted 
its quarterly earnings 12% to 
65¢ per share, largely reflecting 
improvement in its natural gas 
sales; and Gulf Oil led the parade 
with a 19% recovery to 82¢ from 
69¢ a share. Even for the com- 
panies with earnings substantial- 
ly unchanged sales were up. but 
the weak price structure places 
the entire industry in a difficult 
dilemma between its natural de- 
sire to expand volume and its 
fear of saturating its market. 
Unfortunately. the weather was 
abnormally mild in January and 
February. so that heatine oil in- 
ventories built up rapidly. Con- 
sidering the unsolved problems 
the industry faces the results 
just summarized should be re- 
garded rather favorably. 
Summary 

The mixed character of earn- 
ings for the first quarter as de- 
scribed above should probably 
have been expected on the basis 
of more realistic analysis despite 
the rosy predictions issued by 
many observers at the beginning 
of the vear. In the light of these 
forecasts actual performance has 
been sobering, although in a 
broader perspective the earnings 
reported would have to be re- 
garded as entirely satisfactory. 
This is particularly true when it 
is recalled that over-canac‘tv is 
now general in many important 
industries and an effective ceiling 
has thus been placed upon prices. 
In this situation management 
must concentrate its energies 
upon the reduction of costs and 
enhancement of efficiency—feats 
that invariably prove more dif- 
ficult in the execution than the 
advising. For the remainder of 
the year further earnings impro- 
vement is likely to depend pri- 
marily upon the success achieved 
in such efforts, and this means 
that spectacular results cannot 
realistically be expected. END 





Full Deflation Has Followed 
Each War Inflaticn 
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stimulate a lagging one. Such 
a commitment, which implies 
that business contractions are 
fought by Government meas- 
ures if necessary, tends to pre- 
vent or at least substantially 
moderate price declines. 

“A third new factor this 
‘postwar’ has been the great 
burgeoning of demand stem- 
ming partly from the record 
population increase and partly 
from the advancing standards 
of living. In recent decades we 
have had a great social level- 
ling through tax policies, social 
security and other devices im- 
mensely improving the living 
levels of lower income groups. 

“These developments have 
altered the timing and even the 
shape of economic trends, but 
not so much as to make prices 
from now on a one-way street. 

“The typical postwar readjust- 
ment has not yet been made. We 
still have time to make an orderly 
and sensible one. There are signs 
that we are developing a better 
and more widespread understand- 
ing of the role of fiscal and mone- 
tary policies, together with a 
greater awareness of the neces- 
sity for restraint on the part of 
large and powerful organizations 
of capital and labor. 

“The basic considerations from 
now on, as I see it, revolve around 
the growth of demand. If demand 
fails to keep up with increasing 
ability to produce, we will dis- 
cover that the ‘fast buck’ does not 
come so easily. It will be at that 
stage—with business conditions 
more nearly comparable to those 
prevailing after other wars—that 
our economic institutions will 
have to meet a major test of their 
ability not only to support but 
also to constantly enlarge the ci- 
vilian market.” 





General Agreement on Role of 
Monetary Policy 


Those who hold today that we 
can’t have another big depression 
because of our “automatic sta- 
bilizers” and the improved know- 
ledge and powers of the Federal 
teserve System place major em- 
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phasis on the latter. Others, 
while conceding the value of such 
counter-deflationary factors in 
time of recession, are far from 
sure that they would save us in 
a real depression. One economist 
commented: “The FDIC would 
collapse like a house of cards in a 
real depression.” 

While a depression could come 
about as a result of various 
sauses, there is considerable 
agreement among economists that 
wrong monetary policies were 
chiefly responsible for past post- 
war depressions. Others however 
warn that it is possible to over- 
state the monetary causes of de- 
pressions. 

One who considers monetary 
policy the culprit is Clark War- 
burton, an FDIC economist. 

He defines a business depres- 
sion as a result of reduced spend- 
ing by the people, either because 
people want to spend less or be- 
cause there is less money to be 
spent. Having studied depressions 
from 1815 to date, Mr. Warbur- 
ton concludes that the shrinkage 
in the money supply associated 
with depressions usually occurs 
before spending declines. He 
states: 

“A monetary contraction rel- 
ative to the rate of growth 
needed in our expanding so- 
ciety has occurred in almost all 
of the 40 recessions and depres- 
sions of which we have rec- 
ords, from the . . . Revolution- 
ary War to today. The only ex- 
ceptions are a very few of the 
mildest business recessions.” 
Mr. Warburton believes that 

the agitation for monetary and 
banking “reform” in the 1830's, 
the 1860’s and prior to 1914 was 
based on recognition of the true 
nature of the problem, “If the op- 
erations of the Federal Reserve 
provide a rate of growth in mem- 
ber bank reserves corresponding 
to the needs of a growing econ- 
omy, we need not fear another 
serious business depression,” he 
told the writer. 
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“We cannot find any severe 
depression caused by non- 
monetary factors or disasso- 
ciated from monetary contrac- 
tion. Based on historical ex- 
perience, only a mistake in 
monetary policy could cause a 
big depression again,” he add- 
ed. 

Not even a deflationary psy- 
chology among businessmen could 
slow up business for long, since 
it would not be sustained by a 
business decline of serious pro- 
portions because it would not 
greatly affect consumer spending, 
Warburton reasons. 


Conclusion 


What stands out to us from the 
various views presented by these 
important economists, is the fact 
that money management is a fac- 
tor of first importance today. 
That whether we have a depres- 
sion or not depends on how sound- 
ly we plan and administer our 
policies in this area. 

Note the belief expressed that 
price and wage rigidity and gov- 
ernment support are looked upon 
as pillars of our continuing pros- 
perity. This point of view (1) 
recognizes and counts on the high 
income level and buying power 
of today’s middle class economy— 
(2) and the new orientation of 
government toward economic se- 
curity as a goal in itself. 

In a word, the answer seems to 
lie in common sense solutions of 
our finances both as far as our 
citizens and our government are 
concerned. This will call for lead- 
ership with the wisdom of a Solo- 
mon, if we are to win the support 
of those whose activities are a 
drain on the Treasury, and if we 
are to secure the collaboration of 
labor and industry working to- 
gether to stabilize our economy 
and our position in relation to the 
rest of the world. 


There is no reason under the 
sun why we should have a serious 
depression in a country abound- 
ing in such enormous wealth as 
we possess. But it takes working 
together with all our might to 
solve the problems that hinder us 
from establishing a firm ground 
under our monetary structure. 
We have the means—and 1960 is 
the critical year. Let’s get to 
work! END 





Sears, Roebuck — Giant Leader 
Montgomery Ward — The 
Spirited Runner-Up 
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37 stores and 319 catalog sales 
offices while the 23.5% owned 
Australian chain operates 4( 
stores. In 1959 unconsolidated 
subsidiaries paid the equivalent ot 
26¢ per share to Sears, Roebuck 
in dividends and retained 41¢ 
per share to expand their own 
operations. (This is quite an 
improvement over 1958, when 
dividends paid to Sears amounted 
to 26¢ and the amount retained 
was 21¢.) 

Some Financing Was Needed 

To finance rapidly growing re- 
ceivables and to invest an addi- 
tional $50 million into Allstate 
Insurance, Sears, Roebuck sold 
$350 million of 434% debentures 
in late 1958. This continues to be 
the company’s only debt, the rest 
of invested capital consisting of 
common stockholder’s equity. 

Since 1950 the company has 
utilized a little over $1.2 billion 
in funds—nearly two-thirds of 
which were for working capital, 
$250 million were used for store 
and plant additions. and roundly 
$175 million invested in other 
companies and subsidiaries. 

All but $400 million of these 
funds were derived from in- 
ternal sources such as deprecia- 
tion and retained earnings. 
During the year just ended 

capital expenditures totaled $77.3 
million, considerably more than 
depreciation of $31.5 million. Sale 
and lease back of retail properties 
provided $10.7 million in cash and 
retained earnings provided $94 
million. This left an excess of 
about $60 million which was 
added to working capital. 

During the current year man- 
agement plans to spend an- 
other $77 million, with an addi- 
tional $11 million tab to be 
picked up by landlords. It is 
apparent that the company is 
able to finance an aggressive 
expansion program from its 
own resources. 

While the stock, selling at 
around 50 is not cheap at 19 
times 1959 earnings of $2.64, if 
the undistributed earnings of sub- 
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sidiaries is included the ratio is 
significantly lower, 16.2 times 
earnings of $3.05. The dividend, 
increased again in 1959, provides 
a yield of 2.9%. Future prospects 
indicate continued growth with 
1960 net estimated at $2.80 or 
possibly a little better. 


Montgomery Ward 


Chairman John A. Barr had 
his work cut out for him when 
he replaced Sewell Avery in 1955 
as chief executive. An extremely 
conservative policy has become 
one of aggressive expansion. This 
about face has been costly as 
numerous changes were needed in 
the mammoth organization from 
realigning management responsi- 
bility to the adoption of modern 
inventory control methods and re- 
ordering procedures. These basic 
organizational changes took sev- 
eral years to complete, but were 
needed before beginning the ma- 
jor expansion program, which is 
now a year old. 

Sales for the year ended Febru- 
ary 3, 1960 increased 11.9% to 
$1,222 million while pretax net 
income increased 11.6% to $63.4 
million. Earnings per share 
equaled $2.28 on 13 million shares 
compared with $2.08 in 1959. 

These earnings were achieved 
with the very narrow profit mar- 
gin of 2.5% after taxes. Thus the 
new management has a real op- 
portunity to improve earnings 
merely by improving efficiency. 
For example if the profit margin 
were improved by only 1% earn- 
ings per share would increase to 
about $3.20, a 40% improvement. 

Expansion Program: Once de- 
scribed as the “bank with a store 
front,” Ward is now well on with 
its 5-year store expansion pro- 
gram which will involve the ex- 
penditure of at least $500 million 
during the period from April, 
1959-64. About $200 million, ac- 
cording to management, will be 
required for accounts receivable, 
an equal amount for new plant, 
and $100 million for inventory. 
This will enable Ward to open 
100 major full line department 
stores, ten new distribution cen- 
ters, 200-250 catalog stores, add 
a few small hard-line stores, as 
well as finance modernization. 

Careful study by the company’s 
Facilities Development Depart- 
ment has provided the estimate 
that the planned locations of new 
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stores are promising enough to 
bring in additional sales of about 
$150 million per year during the 
period of the program. Thus man- 
agement’s goal is a sales volume 
of $1.9 to $2.0 billion. If it is 
achieved earnings per share could 
show a substantial increase, there 
being a chance of a combined 
benefit of higher sales and im- 
proved profit margins. 


Warehouse Modernization Was 
Overdue: Considerable gains in 
efficiency seem possible in this 
important area. The company’s 
ten major warehouse buildings 
are 8 or 9 story old-style struc- 
tures. The planned new distribu- 
tion centers are to be one or pos- 
sibly two-story buildings equipped 
with computers and data proces- 
sing equipment for fast order 
filling and rapid inventory con- 
trol, making use of the most 
modern materials handling equip- 
ment. The old facilities will be 
replaced at a cost of about $50 
million. In addition an equally 
important benefit is possible by 
way of a greater inventory turn- 
over; i.e. the sales volume divided 
by the average inventory. With 
a higher turnover—brought about 
by effective controls to make pos- 
sible a relatively lower inventory 
level to support a given sales vol- 
ume—Ward can net a better re- 
turn on its capital invested in 
inventory. Many large retailers of 
general merchandise achieve a 
turnover of 6.5 to 7 times or 
more. Montgomery Ward’s turn- 
over was 4.65 in 1959, but was at 
3.7 in 1956. 

New Areas for Growth: The com- 
pany plans to open its new stores 
in clusters around the distribution 
centers as well as near suppliers, 
to achieve a low distributing cost 
and also to get the best sales im- 
pact from local advertising. Se- 
lected areas on the East Coast, 
West Coast, and South and South- 
west are emphasized. Small towns 
that are some distance from pop- 
ulated areas will be reached by 
low-cost catalog sales offices. In 
general the program is_ well 
thought out and planned, and a 
surplus of profitable locations has 
resulted from the company’s mar- 
keting surveys. 

Financing: The staggering cost 
of this program may necessitate 
outside financing. (Ward is still 
debt free, but has a small issue of 


preferred stock in addition to the 
common stock equity.) 

A large part of the financing 
will be achieved through a real 
estate subsidiary which will buy 
a Montgomery Ward store and 
lease it back to the parent com- 
pany. The subsidiary will be 
financed by mortgages on the 
property. Were the company to 
sell the store and lease it back 
from outsiders (other than a 
subsidiary) it would in all likeli- 
hood be required to pay a fixec 
occupancy cost plus a percentage 
of sales. The fixed rental pay 
ments paid to a subsidiary tha 
has mortgaged the property are 
tax deductible expenses, and the 
company gradually builds up ar 
equity in the property. 

Montgomery Ward may als« 
borrow money through its ow? 
credit subsidiary where consider 
able funds can be raised if neces- 
sary. Most of the excess cash 
accumulated under the Sewell 
Avery regime has been put to 
work, principally in installment 
accounts receivable and into new 
plant. (Since 1955 cash and sec- 
urities have declined from $327.2 
million to $33.6 million while re- 
ceivables increased from $147.0 
million to $356 million.) 

Credit Sales Expanded in 1959: 
Credit sales amounted to 37.2% 
in the year just ended vs. 30% in 
1958-59, but the ratio is still well 
below the Sears ratio of around 
50%. Thus the company is seiz- 
ing its opportunity to expand 
sales by way of credit, and can 
expand credit considerably more. 
The relatively new Wards Revolv- 
ing Charge Plan has now been 
extended to all catalog customers 
and is available in 200 stores. 
Thus customers may select a 30 
day charge account without serv- 
ice charge or a ten month pay- 
ment schedule with a small serv- 
ice charge. About 10% of credit 
sales are on this plan with 90% 
installment credit. 


Summary 


While breaking-in expenses of 
new stores and the dislocation 
involved in improving the ware- 
housing facilities may limit earn- 
ings gains over the near term (to 
perhaps $2.80 a share during the 
current year compared with last 
year’s $2.28), management has 
said that the $2.00 dividend will 
be maintained, but the profit 
build-up is likely to be slow. END 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $50,000 or More!) 


Most investors are aiming for financial in- 
dependence... whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite 
temporary readjustments our nation is 
forging ahead in a new era of amazing 
scientific achievement, industrial advance- 
ment and investment opportunity. 


In 1960 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigo- 
rate many companies— but often at the 
expense of less able competitors. TO YOU, 
as an investor, this adds up to an increased 
need for continuing investment research 
and capable professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ...advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 








Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held 
under the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is allow- 
ed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 





J ull information on Investment Management Service is yours for the asking. Our rates 
are based on the present value of securities and cash to be supervised—so if you will let us 
know the present worth of your account—or send us a list of your holdings for evaluation— 
we shall be glad to quote an exact annual fee ...and to answer any questions as to how 
our counsel can benefit you. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of over 52 years of service. 
120 WALL STREET NEW YORK 5, N. Y. 
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Excerpts from 1959 Annual Report 


The year 1959 brought to a close a 
decade of exceptional growth and pros- 
perity in the area served by our Com- 
pany. The surge in population, the 
expansion and diversification of indus- 
try and the mechanization of agricul- 
ture all combined to increase demands 
for electricity and gas which required 
an expenditure for plant and facilities 
over this ten-year period of $1.7 billion. 

Today our Company is the Nation’s 
largest gas and electric operating 
utility from the standpoint of assets, 
which now total about $2.4 billion. Ten 
years ago the Company had 2,259,000 
customers; today it has 3,568,000. Only 
six other corporations have more 
stockholders. 


« o 


Perhaps in no other year in the 
Company’s history did climatic con- 
ditions have such a material impact on 
its operations. The net result was to 
distort our normal sales patterns, in- 
crease expenses, and reduce earnings 
somewhat from normal expectations. 

1959 was a dry year, which reduced 
our hydro-electric generation, requir- 
ing us to make up that deficiency in our 
steam-electric plants, with consequent 
increases in fuel costs. On the other 


54th ANNUAL REPORT-I9S59 


hand, sales of electricity for agricul- 
tural pumping were greatly stimulated 
by the lack of precipitation. It was 
also a warm year, which materially 
reduced gas sales for space heating 
with an associated loss of many mil- 
lions of dollars in revenues. 


Expenditures for construction, 
amounting to $159 million in 1959, 
were well below the levels of the two 
preceding years, but nevertheless 
amounted to over half a million dollars 
each working day. No new capacity 
was added to our electric generating 
resources in 1959, due to completion 
in the previous year of two steam units 
and of a large hydro construction pro- 
gram. The next major increments to 
our electric generating resources will 
be two 325,000 kilowatt steam units at 
our Pittsburg Power Plant, one of 
which will be placed in operation in 
1960 and the other in 1961. 

The Company is continuing its 
activity in the nuclear power field. It 
plans to start construction this year 
on a 60,000 kilowatt nuclear plant to 
be located in the northwestern part of 
its system, near Eureka. 


Of immense importance to our cus- 
tomers, and to the future growth and 
development of our service area, is an 
adequate supply of natural gas. To 
this end we have been workiny dili- 
gently for a period of more than three 
years on a project to transport natural 
gas from the Province of Alberta in 
Canada to the California market. The 
project has been the subject of a suc- 
cession of hearings before govern- 
mental agencies in both countries, and 
it is hoped that all necessary authori- 
zations will be obtained soon so that 
construction can get under way by the 
middle of this year. Few undertakings 
have exceeded this in long-range sig- 
nificance to the Company and its 
customers. 


+ > 


Summing up, we believe the past 
year was one of real accomplishment 
and that the Company now stands on 
the threshold of another great period 
of growth and development. It is a 
source of satisfaction to your manage- 
ment, as it must be to stockholders, 
that the Company enters the decade of 
the Sixties with greater financial 
strength than at any time in its history. 


FOR THE BOARD OF DIRECTORS 


Gzzz Gane 


Chairman of the Board 


Tatas 


President 


PACIFIC GAS and ELECTRIC COMPANY 


245 MARKET STREET, SAN FRANCISCO 6, CALIFORNIA 


For more information an this dynamic company write K. C. Christensen, Vice President and Treasurer 
245 Market St., San Francisco 6, for P.G.& E's 1959 Annual Report. 
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